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PREFACE 


Formal  corporate  planning,  sometimes  alternatively  termed 
"long-range  planning,"  "integrated  planning,"  or  "comprehensive 
planning,"  is  one  of  the  newer  developments  in  the  management 
field.  Hardly  any  material  on  the  subject  is  to  be  found  that 
was  published  before  the  middle  1950's.  Corporate  planning  was 
adopted  early  by  the  larger  industrial  corporations  and  gradually 
spread  to  some  of  the  larger  banks  in  the  nation  by  the  early 
IS^O's,  but  the  filtering  process  among  banks  was  slow. 


exposure  dates  from  the  fall  of  that  year.  As  a former  bank  of- 
ficer, I was  struck  by  the  potential  ability  of  corporate  planning 
to  smooth  the  much -heral ded  future  economic  expansion  of  the  State 
if  Florida  bankers  would  employ  it.  My  research,  therefore,  while 
it  had  as  its  formal  objective  the  measurement  of  the  corporate 
planning  effort  in  Florida  banks,  has  had  as  a secondary  objective 
the  presentation  of  the  essentials  of  corporate  planning  to  the 
banking  fraternity  in  Florida. 

I wish  to  express  my  deep  gratitude  to  the  Executive  Committee 
and  the  Education  Committee  of  the  Florida  Bankers  Association  for 
their  assistance  in  financing  t hie  research  and  to  the  members  of  the 
Association  for  their  cooperation. 


major  bank  in  Florida  was  engaged 


in  anything  like  the  formal  corporate  planning 


A number  of  people  have  also  helped  me  personally  during 
various  phases  of  the  project.  My  thanks  go  to  Dr.  John  H.  James 
for  his  assistance  with  the  design  of  the  project;  to  Dr.  Ralph 
H.  Thompson  for  editing  the  questionnaires;  to  my  colleague, 

Mrs.  Zahara  Tandet,  for  her  statistical  expertise;  and  to  Mrs. 
Celia  Lescano  for  her  excellent  typing. 

I wish  to  specially  thank  the  chairman  of  my  committee. 

Dr.  William  V.  Wilmot,  Jr.,  for  his  unfailing  encouragement  and 
gu i dance. 
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Abstract  of  Dissertation  Presented  to  the 
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of  the  Requirements  for  the  Degree  of  Doctor  of  Philosophy 


CORPORATE  PLANNING  IN  FLORIDA  BANKS 


By 

Asa  Bird  Gardiner 
August,  1970 

Chairman:  Dr.  William  V.  Wilmot,  Jr. 

Major  Department:  Management 

The  objective  of  the  study  was  to  determine  the  extent  to  which 
the  managements  of  commercial  banks  in  Florida  are  using  the  corporate 
planning  process  in  attempting  to  serve  the  financial  needs  of  a 
rapidly  expanding  state  population. 

I he  following  hypotheses  were  advanced: 

That  corporate  planning  practiced  by  financial  enterprises 
as  well  as  by  industrial  enterprises  contributes  to  growth  and 
prof itabi 1 ity; 

That  the  extent  of  corporate  planning  in  Florida  banks  might 
be  determined  and  measured  comparatively; 

That  corporate  planning  by  banks  is  a function  of  the  variables 
of  bank  size,  executive  awareness  of  the  need  for  planning, 
familiarity  with  the  corporate  planning  process,  and  available 
executive  time; 

That  the  extent  of  planning  in  a specific  bank  would  be 
reflected  not  only  in  deposit  growth,  but  also  in  planning 
activity  in  essential  operational  areas. 
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Three  questionnaires  were  developed  for  the  purpose  of  the  in- 
vestigation, two  for  use  in  obtaining  information  from  the  chief  execu- 
tives of  banks  in  Florida,  and  the  third  to  obtain  information  and 
opinion  relative  to  corporate  planning  from  a random  sample  of  out-of- 
state  banks,  insurance  companies,  and  industrial  enterprises.  Chief 
executives  of  the  442  member  banks  of  the  Florida  Bankers  Association 
were  asked  to  indicate  on  a Planning  Dimension  Questionnaire  the  extent 
to  which  their  banks  were  engaged  in  forma]  corporate  planning  and  their 
use  of  what  were  termed  Essentia]  Aids  to  Planning.  An  Executive 
Activity  Sheet  was  provided  for  a breakdown  of  estimated  use  of  executive 
time,  including  planning.  Complete  responses  from  151  banks  which  had 
been  operating  for  five  years  prior  to  June  30,  1966,  constituted  the 
final  sample. 

A Corporate  Planning  Questionnaire  was  addressed  to  corporate 
planners  in  24  banks,  ten  insurance  companies,  and  27  industrial  corpora- 
tions. It  asked  the  respondent  to  indicate  how  long  the  organization  had 
been  planning,  the  length  of  the  planning  cycles  for  long-,  intermediate-, 
and  short-range  planning,  and  for  an  opinion  as  to  the  contribution  of 
corporate  planning  to  growth  and  profitability.  The  final  size  of  this 
sample  was  49. 

An  additional  sample  of  71  Florida  banks  of  various  sizes  was 
selected  in  the  counties  in  which  the  greatest  percentage  of  future 
population  growth  was  forecast.  The  chief  executives  of  these  banks 
were  personally  interviewed  in  accordance  with  a structured  form. 

The  empirical  evidence  developed  by  the  investigation  does  not 
permit  the  unqualified  confirmation  of  all  the  underlying  hypotheses. 
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but  is  considered  sufficient  to  support  the  tentative  confirmation  of 
many. 

A novel  measuring  device,  based  upon  the  relative  usage  of  essen- 
tial planning  aids  weighted  for  frequency  of  use,  was  developed.  This 
Planning  Level  Indicator,  expressed  in  stanines,  was  utilized  to 
compare  the  relative  extent  of  planning  among  the  respondent  banks.  A 

very  significant  difference  was  found  between  the  deposit  growth  of  banks 

planning  at  an  above-average  and  a be  1 ow-average  level.  While  few  banks 
were  actually  engaged  in  formal  corporate  planning,  there  was  statistical 
indication  that  planning  activity  affects  deposit  growth.  This  tentative 

conclusion  was  supported  by  the  opinion  of  69  per  cent  of  the  respondents 

to  the  Corporate  Planning  Questionnaire. 

Information  obtained  through  personal  interviews  and  from  an 
analysis  of  the  allocation  of  executive  time  supports  the  argument  that 
corporate  planning  is  a function  of  bank  size,  executive  awareness  of 
the  need  for  planning,  and  available  executive  time.  Familiarity  with 
the  corporate  planning  process  was  not  a significant  factor. 

The  study  shows  that  other  factors  besides  the  level  of  corporate 
planning  may  affect  the  growth  and  profitability  of  a specific  bank. 
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CHAPTER  I 


INTRODUCTION 

Nature  of  the  problem 

Florida's  rapidly  expanding  population  after  World  War  II, 
while  it  moved  the  Sunshine  State  from  a 1 950  position  of  twentieth 
in  size  among  the  states  to  ninth  place  in  1 965,  also  provided  a 
major  challenge  for  existing  political  and  economic  institutions. 
Mushrooming  communities  created  an  unprecedented  and  unp 1 anned -f or 
demand  for  both  private  and  collective  services:  educational, 

medical  arid  financial. 

As  old  towns  expanded  and  new  developments  appeared,  the  need 
for  additional  financial  service  was  met  by  the  chartering  of  both 
state  and  national  banks  at  an  accelerating  rate.  Whereas  only  173 
banks  had  been  operating  in  1946,  by  1961  the  number  had  increased 
to  316  and  to  442  by  1966.  So  many  of  these  new  banks  were  staffed 
by  relatively  inexperienced  personnel  that  in  1964  the  Operations 
Committee  of  the  Florida  Bankers  Association  felt  it  advisable  to 
combine  with  the  Personnel  Committee,  of  which  the  writer  was  chair- 
man,  in  organizing  workshops  in  basic  operational  procedures  at 
various  locations  around  the  state.  Emphasis  was,cf  necessity, 
placed  on  day-to-day  problems.  Little  thought  could  be  given  to 
planning  for  the  future. 

Meantime,  Florida's  growth  had  been  receiving  much  attention 
at  the  national  level.  In  1961,  The  Kiplinger  Washington  Editors 
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Inc.,  as  an  adjunct  to  the  _K  i P 1 inner  Florida  Letter,  published  a ten- 
year  forecast  of  population  by  localities.  The  1 970  gain  was  predicted 
to  be  about  55  per  cent,  considerably  higher  than  the  national  average. 

Another  forecast  by  Kiplinger  in  1965  predicted  an  expected  in- 
crease of  20  per  cent  in  the  five  years  to  1970,  and  a ten-year  pro- 
jection of  44  per  cent.  Some  counties  were  expected  to  grow  by  as 
much  as  85  per  cent  by  1975. 

What  impact  might  the  rapid  growth  have  upon  the  state's  bank- 
i ng  system?  In  the  spring  of  1966,  Florida  was  being  served  by  442 
unit  banks,  of  which  approximately  83  per  cent  had  deposits  of  less 
than  $10  million.  Only  ten  banks  had  deposits  of  more  than  $100  mil- 
lion. Of  these,  only  five  could  legally  lend  more  than  $1  million 
dollais  to  any  one  customer.  Group  banking  consisted  of  five  major 
groups  having  five  or  more  affiliates;  but  only  the  largest  of  the 
groups  was  capable  of  lending  amounts  up  to  $10  million.  If  really 
big  industry  were  attracted  to  the  state,  orderly  economic  expansion 
might  be  jeopardized  because  of  inadequate  financing  or  much  banking 
business  might  be  lost  to  out-of-state  financial  institutions.  The 
question  then  arose,  "To  what  extent  are  Florida's  banks  planning  to 
meet  the  financial  requirements  of  the  increased  economic  activity 
likely  to  result  from  the  forecast  expansion?"  An  attempted  answer 
to  the  question  is  the  subject  matter  of  this  report. 

Hypotheses 

The  objective  of  the  research  was  decided  upon:  to  attempt 

to  measure  comparatively  the  extent  of  the  corporate  planning  effort 
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of  Florida  banks  in  mid-1966.  The  following  hypotheses  were  stated: 
That  corporate  planning  practiced  by  financial  institutions  as 
well  as  by  industrial  enterprises  contributes  to  growth  and 
prof itabi 1 ity; 

That  the  extent  of  corporate  planning  in  Florida  banks  may  be 
ascertained  and  measured  comparatively; 

That  formal  corporate  planning  in  banks  is  a function  of 
several  variables: 

1 . Bank  s i ze, 

2.  Executive  awareness  of  a need  for  planning, 

3.  Executive  familiarity  with  the  corporate  plan- 
ning process. 

Available  executive  time; 

That  the  extent  of  corporate  planning  in  a specific  bank  will 
be  reflected,  other  things  being  equal,  in  the  areas  of: 

1.  Deposit  growth, 

2.  Investment  policy, 

3.  Facilities  growth, 

k.  Development  of  new  bank  services, 

5.  Manpower  planning  and  development, 

6.  Electronic  data  processing. 

Methodology 

Meaningful  data  were  sought  in  several  ways.  A "Planning 


Dimension  Questionnaire"  was  designed  and  mailed  to  the  chief 
executives  of  each  of  the  member  banks  of  the  Florida  Bankers 
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Association.  Respondents  were  asked  to  indicate  1)  use  by  their 
bank  of  the  formal  corporate  planning  process;  2)  the  extent  of 
informal  corporate  planning  where  formal  planning  was  not  being 
used;  3)  the  degree  of  use  of  thirteen  "Essential  Aids  to  Planning"; 
h)  executive  familiarity  with  the  formal  corporate  planning  process 
and  how  the  knowledge  had  been  obtained;  as  well  as  several  questions 
relative  to  the  adoption  of  corporate  planning.  (See  Appendix  A.) 

A second  instrument,  an  "Executive  Activity  Sheet,"  accompanied 
the  questionnaire.  Executives  were  requested  to  indicate  on  the  sheet 
their  estimates  of  the  amount  of  time  which  they  spent  on  a variety 
of  activities  during  a typical  quarter -year . (See  Appendix  B.) 

Banks  in  twelve  of  the  counties  which  the  1 965  Kiplinger  Fore- 
cast indicated  would  show  the  greatest  percentage  of  growth  in  total 
numbers  of  people  by  1975  were  selected  for  personal  visitation. 

Banks  were  selected  in  accordance  with  Florida  Bankers  Association 
classifications:  under  $10  million  total  deposit;  $10  — $25  million; 

$25"$50  million;  $50 -$ 1 00  million;  and  over  $100  million.  A total 
of  81  banks  was  chosen  initially  but  was  later  reduced  to  77.  A 
cross-section  of  each  marketing  area  was  attempted.  In  two  market- 
ing areas,  however,  it  was  impossible  to  include  one  or  both  of  the 
larger  class  of  banks.  A structured  interview  form  was  utilized  so 
that  responses  might  be  readily  tabulated  and  compared.  A digest 
of  each  interview  was  recorded  on  tape  and  subsequently  transcribed. 

Another  source  of  data  was  a "Corporate  Planning  Questionnaire" 
which  was  addressed  to  the  executive  responsible  for  corporate  plan- 
ning in  twenty-four  banks  outside  the  state  of  Florida,  ten  financial 
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organizations  other  than  banks,  and  twenty-seven  industrial  enter- 
prises. The  questionnaire,  or  "opi nionai re, " was  designed  to  find 
out  how  long  the  respective  organizations  had  been  using  formal 
corporate  planning;  their  normal  time  cycles  for  long-,  intermediate- 
and  short-range  planning;  their  opinion  as  to  the  contribution  of 
corporate  planning  to  growth  and  profitability;  and  the  value  of 
corporate  planning  compared  to  its  cost.  (See  Appendix  D.) 

Comparative  total  deposit  figures  for  the  banks  included  in 
the  research  were  obtained  from  the  official  reports  of  the  Florida 
Bankers  Association. 

Responses  to  the  questionnaire,  the  activity  sheet,  and  the 
structured  interviews  were  tabulated.  Percentage  relationships  were 
calculated.  The  means,  standard  deviations  and  t-tests  were  applied 
in  accordance  with  conventional  statistical  practice  in  those 
situations  where  it  was  desired  to  check  on  the  possible  existence 
of  significant  differences  between  classes  of  banks  relative  to  a 
particular  planning  activity  or  cluster  of  activities. 

Scope  and  Limitations 

The  research  has  attempted  to  cover  the  corporate  planning 
activity  of  Florida  banks  only.  Basic  research  data  were  not 
obtained  from  outside  banks,  although  statements  of  opinion  were 
invited.  Only  the  banks  which  had  been  operating  for  a five-year 
period  prior  to  June  30,  1966,  were  included  in  the  study.  Con- 
sequently, banks  which  might  have  been  practicing  corporate  planning 
at  a higher  level  because  of  their  more  recent  organization  may  have 
been  excluded. 
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Responses  to  the  questionnaire  have  been  inconsistent  in 
some  cases.  Where  such  inconsistencies  could  be  identified,  the 
data  were  not  used.  While  these  discrepancies  raise  some  doubt  as 
to  the  accuracy  of  the  data,  those  used  have  been  assumed  to  be  a 
valid  representation. 

Profitability  was  not  used  as  a measure  of  the  success  of 
planning  by  Florida  banks  for  several  reasons.  First  of  all,  small 
banks  whose  stock  is  closely  held  are  generally  reluctant  to 
publicize  profit  figures.  They,  like  larger  banks,  are  required  to 
submit  income  statements  to  the  supervisory  authorities,  but  the 
information  is  considered  privileged  and  is  then  only  published  in 
aggregate  form.  Second,  even  if  profit  figures  were  available, 
their  validity  as  a criterion  might  be  lessened  by  the  fact  that 
accounting  profits  can  reflect  a variety  of  different  accounting 
practices  which  would  obscure  the  full  effect  of  planning.  Finally, 
tax  considerations  might  influence  the  executives  of  small,  privately 
owned  banks  to  compensate  themselves  via  salary  and  bonus  rather  than 
through  earnings  and  dividends,  thereby  distorting  actual  profitability. 

Because  of  these  considerations,  deposit  growth,  although  not 
a direct  measure  of  profitability,  was  settled  upon  as  beinq  more 
mean i ngf ul . 

An  effort  has  been  made  in  the  study  to  justify  the  expense 
of  corporate  planning  by  soliciting  statements  of  opinion.  Although 
this  may  be  considered  practical,  opinion  is  not  fact. 

All  told,  the  study  has  been  a primary  investigation  of  one  of 
the  basic  functions  of  management- pi ann i ng ~~\ n a comparatively  new 
appl i cat i on. 
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El  an  of  the  work 

Subsequent  chapters  will  be  devoted  to  each  of  the  four  hypo- 
theses in  turn.  In  Chapter  VI,  there  will  be  reported  the  findings 
of  the  research.  Therein  will  be  found  sixteen  tables  and  twenty- 
one  figures  relating  to  the  data  developed  during  the  investigation. 
The  final  chapter  is  devoted  to  conclusions. 


chapter  || 


HYPOTHESIS:  THAT  CORPORATE  PLANNING  PRACTICED  BY 

FINANCIAL  INSTITUTIONS  AS  WELL  AS  BY  INDUSTRIAL 
ENTERPRISES  CONTRIBUTES  TO  GROWTH 
AND  PROFITABILITY 

The  statement  of  this  major  hypothesis  places  fundamental 
emphasis  upon  the  corporate  objectives  of  growth  and  profitability. 

If  these  are  not  desirable  foci  for  corporate  planning,  any 
contribution  which  such  planning  might  make  would  be  rendered 
valueless.  The  goal  of  this  chapter,  then,  will  be  to  establish 
the  worthwhileness  of  the  objectives,  leaving  to  a subsequent 
exposition  the  question  regarding  any  measurable  contribution. 

Little  difficulty  is  encountered  in  establishing  the  ap- 
propriateness of  profitability  as  an  objective  of  the  business  firm. 
There  is  general  recognition  among  wr iters  in  a variety  of  fields, 
ranging  from  economics  to  corporate  planning,  that  in  a system  of 
free  enterprise  the  profit  motive  provides  the  major  organizational 
purpose.  There  is,  at  the  same  time,  broad  agreement  that  the  profit 
objective  may  be  tempered  by  other  considerations  so  that  long-run 
maximization  of  the  owners'  investment  takes  precedence  over  short- 
run  profit  maximization.  Economists  are,  of  course,  careful  to 
differentiate  the  various  meanings  of  profit.  One  economist  views 
the  vulgar  definition  of  profit,  "all  income  remaining  in  the  hands 
of  the  business  firm  at  the  end  of  the  year  after  the  money  expenses 
of  the  business  are  paid,"  as  a popular  misconception,  at  the  same 
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time  stressing  the  need  for  an  appropriate  return  to  capital  as  a 
factor  of  production  in  order  to  retain  its  use.1  Another  economist, 
writing  from  a business  point  of  view,  introduces  the  matter  of 
profits  with  the  statement,  "A  business  firm  is  an  organization  designed 
to  make  profits  and  profits  are  the  primary  measure  of  its  success."2 

The  profit  objective  is  associated  directly  with  the  banking  business 
by  still  another  economist's  description  of  the  commercial  bank.  "The 
commercial  bank  is  a relatively  simple  business  concern.  A bank 
provides  certain  services  for  its  customers  (depositors  and  borrowers) 
and  in  return  receives  payments  from  them  in  one  form  or  another.  It 

O 

tries  to  earn  a profit  for  its  stock  owners." 

Management  writers  also  view  the  objectives  of  profitability  as 
a basic  raison  d'etre  of  a business  enterprise.  According  to  one 
team  of  writers,  all  businesses  have  the  identical  goal  of  profit- 
making, from  the  smallest  individual  operation  to  the  corporate  giant, 
including  banks  and  insurance  companies. ^ Another  author  in  the 
management  field  attributes  an  equally  important  role  to  the  profit 
objective  and  links  it  to  corporate  growth.  The  recurring  comment 
that  profit  maximization  is  not  necessarily  the  chief  goal  is  found 
in  the  following  excerpt: 


The  continuance  and  growth  of  any  industrial  enterprise  depend 
upon  its  ability  to  produce  profit.  This  is  not  to  say  that  profits 
are  the  only  objective  of  a firm  nor  that  the  level  of  prof i tabi 1 i t v 
is  the  primary  objective;  but  it  does  mean  that  without  profits  the 
industrial  firm  as  we  know  it  in  our  society  cannot  survive. 5 

Literature  in  the  field  of  financial  management  assumes  that 
business  concerns  have  profitability  as  one  of  their  major  objectives.6 
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The  importance  of  profits  as  a source  of  returns  for  owners  is  stressed 
by  one  writer,  who  associates  profitability  with  the  attainment  of 
the  primary  goals  of  the  firm  which  are  described  as  1)  increasing 
the  owners'  financial  welfare  and  2)  meeting  its  responsibilities  to 
soc i ety . ^ 

A recent  work  in  the  area  of  business  policy  couples  growth 
and  survival  as  logical  concepts  of  management  philosophy,  while 
emphasizing  the  need  for  continuing  satisfactory  profits  to  assure 

o 

attainment  of  the  objectives. 

Still  other  writers,  discussing  the  ideological  foundations  of 

business,  see  profit-making  as  the  activity  on  which  business  depends 

for  its  existence.  Non-profit  service  organizations  are  categorized 

as  subsisting  upon  the  contributions  which  are  made  out  of  individual 

9 

or  corporate  profits. 

Corporate  planning  specialists  are  unvarying  in  their  recogni- 
tion of  profitability  and  growth  as  essential  corporate  objectives. 
Although  the  manner  of  expressing  legitimacy  varies  from  quotations 
of  statements  made  by  corporate  executives,  to  comments  by  a plan- 
ning consultant  regarding  the  setting  of  growth  and  profit  goals  at 
too  low  a level, ^ and  a warning  that  too  rapid  growth  may  lead  to 

i 1 2 

bankruptcy,  all  the  writers  indicate  that  profit  and  growth  are  key 
enterprise  goals.  In  this  connection,  Le  Breton  and  Henning  in  their 
development  of  planning  theory  assume  that  maximization  of  profit  is 
the  objective  of  each  business  firm  and  that  growth  plans  are  weighed 
in  terms  of  profit  contribution.1^ 
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There  is  little  mention  of  the  objectives  of  growth  and  profit- 
ability in  banking  literature  prior  to  i960.  Although  the  item  "Un- 
divided Profits"  appears  on  many  bank  statements  of  condition,  profits 
are  usually  referred  to  as  "net  earnings"  or  "net  operating  earnings." 
Intensified  competition,  not  only  among  commercial  banks  but  with 
other  financial  institutions  as  well,  reduced  commercial  bank  profit 
margins  during  the  early  I960  >s . 14  While  some  of  the  nation's 
largest  banks  had  been  engaged  in  long-range  corporate  planning  as 
early  as  1958,  by  1 961  the  squeeze  on  net  earnings  focused  banker 
attention  on  the  objectives  of  growth  and  profitability  and  the  need 
for  short-range  profit  planning,  at  least.  One  well-known  banker 
stated  the  problem  with  uncompromising  clarity  in  reporting  the 
results  of  a nationwide  survey  among  sixty  leading  banks:  "Competi- 

tion is  keener  and  profit  margins  are  slimmer;  unless  we  plan 
properly,  desired  growth  and  profits  will  not  be  achieved."15 

Long-range  deposit  growth  and  profitability  were  cited  as  basic 
concerns  of  bank  long-range  corporate  planning  in  an  address  by  the 
executive  vice  president  of  a West  Coast  bank,  reported  in  the  September, 
1965,  issue  of  FJ_na_nc?  a 1 Execut  ? ve . Increased  competition  and  a long- 
term profit  squeeze  are  given  as  the  chief  reasons  for  the  intensified 
interest  in  planning  within  the  banking  industry.15 

The  objectives  of  growth  and  profitability  are  linked  directly 
to  the  survival  of  an  organization  by  Scott  in  Long-Ranae  Planning 
— - Ame r ican  Jj3ius_try.. 1 7 His  view  is  that  growth  and  health  are 
correlatives.  If  a business  enterprise  fails  to  exhibit  some  growth 
over  time,  reduced  profits  usually  result  and  the  firm  may  become  a 
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competitive  casualty. 

Growth  and  profitability  objectives  are  relevant  to  any  con- 
sideration of  the  future  of  the  banking  industry,  although  the  local 
monopoly  position  of  some  unit  banks  might  enable  them  to  merely 
stagnate  instead  of  failing.  There  are  two  reasons  for  this  relevance 
first,  as  banks  increase  in  size,  there  appear  to  be  economies  of 
scale  which  would  increase  profitability,  other  things  being  equal; 
and  second,  investment  analysts  point  out  that  commercial  bank  earn- 
ings are  dependent,  basically,  upon  the  success  of  banks  in  attract- 
ing and  holding  deposits  and  then  being  able  to  lend  or  invest  the 
1 8 

money  profitably. 

Economies  of  scale  in  banking  have  been  assumed  to  exist  for 
some  years.  It  has  been  believed  that  as  the  size  of  a bank  in- 
creases the  increase  in  scale  of  bank  operations  is  not  matched  by 
a proportionate  increase  in  costs,  thus  broadening  profit  margins. 

The  problem  has  been  to  identify  the  optimum  size  bank  with  the 
ideal  mix  of  financial  services.  Early  studies  were  not  definitive, 
although  they  verified  that  economies  of  scale  did  exist. A later 
study,  which  reflects  the  introduction  of  electronic  data  processing 
into  bank  operations,  empirically  verifies  the  existence  of  scale 
economies,  but  fails  to  identify  optimum  bank  size  because  of 
considerations  regarding  branching  and  group  banking.20  The  study 
does  indicate  significant  economies  of  scale  for  the  typical  bank 
in  the  production  of  demand  deposits,  a function  which  generated 
almost  half  of  the  pool  of  funds  available  for  lending  and  investment 
in  the  banks  studied  and  accounted  for  more  than  one-third  of  the 
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costs  of  operation  and  over  51  per  cent  of  employment. 

A 1968  study  of  operating  ratios  of  Seventh  District  member 
banks  by  the  Federal  Reserve  Bank  of  Chicago  shows  that  net  income 
after  taxes  as  a percentage  of  total  assets  was  highest  for  banks 
in  the  $100-$200  million  category,  followed  by  banks  under  $5  million. 
Increasing  costs  appear  to  have  been  encountered  by  banks  with  total 
assets  in  the  $5"$50  million  range  and  again  by  banks  in  the  over 
$200  million  category.  The  evidence  cited  by  Cochran  seems  to 
confirm  the  existence  of  this  bi-modal  cost  curve;  but  again  the 
question  of  t lie  relationship  of  bank  size  to  economies  of  scale  is 
clouded  by  costs  of  merging  and  branching.22 

Net  income  as  a percentage  of  total  assets  shows  a slightly 
different  pattern  for  member  banks  in  Florida,  according  to  figures 
published  by  the  Federal  Reserve  Bank  of  Atlanta  for  the  Sixth  District. 2^ 
Banks  with  total  deposits  between  $25“$50  million  show  the  highest 
ratio,  seconded  by  banks  in  the  $5"$10  million  dollar  category.  All 
banks  over  $50  million  are  lumped  together  in  the  figures  for  Florida, 
so  it  is  impossible  to  determine  the  exact  effect  of  economies  of 
scale.  Ratios  for  the  entire  Sixth  District,  however,  indicate  the 
presence  of  some  diseconomies  of  scales  for  banks  over  $100  million. 
Florida  figures  confirm  the  occurrence  of  these  diseconomies  for  the 
over  $50  million  grouping. 

Establishing  a relationship  between  total  deposit  growth  and 
profitability  is  of  major  importance  to  the  current  research  project. 

The  study  seeks  to  measure  the  extent  of  corporate  planning  in  terms 
of  bank  deposit  growth,  under  the  assumption  that  increased  size 
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leads  to  increased  profitability,  other  things  being  equal.  Although 
available  evidence  fails  to  make  a clear  case,  there  appears  to  be 
substantiation  for  the  efforts  of  bank  executives  to  increase  bank 
size  through  the  attraction  of  new  deposits. 

It  should  be  kept  in  mind  that  Florida  law  prohibits  branch 
banking.  Also,  in  the  basic  research  period,  J96I-I966,  there  was 
a minimum  of  activity  in  group  banking.  It  may  be  assumed,  therefore, 
that  a study  of  the  economies  of  scale  in  Florida  banks  made  during 
this  period  would  have  provided  a more  distinct  relationship  between 
bank  size  and  profitability. 

The  above  considerations,  added  to  the  evidence  heretofore 

presented,  justify  accepting  the  objectives  of  growth  and  profitability 
as  be i ng  worthwh i le. 
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CHAPTER  I I I 


HYPOTHESIS:  THAT  THE  EXTENT  OF 

CORPORATE  PLANNING  IN  FLORIDA 
BANKS  MAY  BE  ASCERTAINED  AND 
MEASURED  COMPARATIVELY 

The  posing  of  this  hypothesis  represents  a much  more  difficult 
task.  How  is  it  possible  to  measure  something  which  either  1)  may 
not  exist  at  all,  or  2)  may  not  be  recognized  as  existing?  How  is 
it  possible  to  compare  the  level  of  corporate  planning  in  banks 
whose  size,  at  the  beginning  of  the  study  period,  June  30,  1961, 
varied  from  total  deposits  of  less  than  $1  million  to  total  deposits 
of  more  than  $450  million?  This  chapter  will  have  as  its  objective 
the  rationalization  of  the  stated  hypothesis  as  a viable  part  of 
the  research  project. 

Planning  theorists,  and  some  of  the  writers  who  describe  the 
planning  process  in  action,  include  some  means  of  evaluating  the 
process  itself  or  the  plans  produced.  Le  Breton  and  Henning  in 
their  pioneering  work  on  planning  theory  offer  thirteen  "dimensions" 
of  a plan  which  are  intended  to  assist  managers  in  their  planning 
and  to  permit  the  classification  of  plans,  either  within  a specific 
organization  or  across  organizational  lines.  Each  dimension  is 
first  carefully  explained,  then  its  interrelationship  to  the  plan- 
ning process  is  noted. ^ In  a later  work,  Le  Breton  revises  the 
original  list  of  dimensions  by  eliminating  or  redefining  three 
dimensions  and  adding  four  new  ones.2  In  addition,  Le  Breton  suggests 
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that  the  intensity  of  each  dimension  may  be  determined  as  a point 
on  a continuum  ranging  from  least  to  most.  The  intensity  of 
dimensions,  according  to  his  view,  will  affect  the  way  in  which 
various  functions  are  planned  and  implemented.^ 

Nine  criteria  for  evaluating  the  planning  process  are  given 
by  Ferrell  in  his  book  on  Customer -Or i ented  Planning.**  According 
to  Feirell,  not  only  is  knowledge  of  the  basic  process  of  planning 
essential,  but  the  process  should  be  carefully  evaluated  before  it 
is  applied.  It  should  then  be  subjected  to  re-evaluation  from  time 
to  time  after,  it  has  been  installed.  The  criteria  and  their  ac- 
companying comments  are  designed  for  use  in  evaluating  the  plan- 
ning process  in  any  business,  large  or  small  and  of  any  type. 

They  are  eminently  practical,  from  a conceptual  point  of  view, 
and  could  readily  be  applied  to  a service  organization  such  as  a 
bank.  Examination  of  only  the  first  criterion  will  illustrate 
its  potential  useiulness  and  suggest  the  relevance  of  the  remainder. 

^ process  start  at  the  right  place?  Customer  Land 

is  the  payoff  area,  the  Land  of  Opportunity  for  the  business. 

If  management  does  not  know  who  its  customers  are,  what  needs 
they  have,  who  else  is  trying  to  serve  them,  and  under  what 
economic,  social,  and  political  conditions,  how  can  the 
business  live--much  less  grow--in  that  land?  In  short,  a 
business  must  first  of  all  understand  its  situation. 5 

Although  banks  are  not  specifically  mentioned,  the  applicability 
of  the  Ferrell  criteria  to  the  planning  process  in  banks  may  be 
readily  assumed.  Banks  exist  because  of  their  customers.  Under 
normal  circumstances,  more  customers  mean  growth.  Customer- 
oriented  planning  then  nas  logical  validity.  Appropriateness  of 
the  marketing  approach  in  relation  to  bank  planning  is  emphasized 
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by  the  1965  action  of  bankers,  themselves,  in  changing  the  name 
of  their  nationwide  Financial  Public  Relations  Association, 
organized  in  19^5,  to  Bank  Public  Relations  and  Marketing  Associa- 
tion. Since  1965,  the  similarly  re-named  School  of  Bank  Public 
Relations  and  Marketing,  operated  by  the  Association  in  con- 
junction with  Northwestern  University,  has  stressed  the  concept 
of  marketing  in  its  program  for  bank  officers.6 

St.  Thomas  gives  a detailed  explanation  of  thirteen  steps 
which,  he  says,  should  be  common  to  the  planning  process  in 
practically  any  business  and  helpful  in  developing  the  company 
plan.  Four  of  the  steps,  he  observes,  are  basic  analysis  rather 
than  a part  of  the  planning  process  per  se,  but  they  are  obviously 
essential  to  the  preparation  of  the  total  company  plan:  statistical 

analysis,  market  and  product  analysis,  analysis  of  company  assets 
(strengths),  analysis  of  company  liabilities  (weaknesses). 

As  early  as  1916,  Henri  Fayol  set  down  a series  of  manage- 
ment principles,  the  first  recorded.  Included  in  his  work  were 
criteria  for  the  preparation  of  what  he  considered  to  be  a good 

g 

plan  of  action.  These  criteria,  he  explained,  are:  unity, 

continuity,  flexibility,  and  precision.  All  sub-plans  must  be 
unified  into  a single  corporate  or  comprehensive  plan.  The  plan- 
ning process  is  a continuing  function.  Short-term  plans  or  long- 
term plans  must  blend  with  the  annual  operational  plan.  The  plan 
must  be  flexible  enough  to  be  adjustable  to  the  impact  of  external 
or  internal  forces.  Finally,  estimates  of  the  future,  particularly 
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for  those  factors  which  may  be  considered  critical  to  the  future 
of  the  organization,  should  be  as  precise  as  possible. 

Among  other  writers  in  the  management  field,  Ralph  C.  Davis 
lists  eight  characteristics  of  a plan  which  are  necessary  if  the 

q 

plan  is  to  be  successful. 

1.  Objectivity 

2.  Logical  soundness 

3.  Futurity 

4.  Flexibility 

5.  Stability 

6.  Comprehensiveness 

7 . Clarity 

8.  Simplicity 

What  is  meant  by  objectivity  is  that  the  managerial  planning  process 
should  be  carried  out  by  the  use  of  objective  means  insofar  as  pos- 
sible. In  other  words,  the  scientific  method  should  be  applied  to 
a maximum  extent.  To  the  degree  that  objective  methods  have  been 
used,  the  plans  would  be  subject  to  verification  by  another 
observer . 

Koontz  and  0*Donnell  advance  a series  of  major  planning  prin- 
ciples as  an  aid  to  managers  and  planning  researchers.'0  The 
principles  are  grouped  in  three  general  categories  pertaining, 
respectively,  to  the  purpose  of  planning  and  its  general  character, 
the  makeup  of  plans,  and  the  planning  process.  The  six  principles 
related  to  the  process  of  planning  are  addressed  first  to  the 
selection  of  alternatives  in  such  a way  as  to  help  identify  limiting 
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or  critical  factors  and  to  contribute  maximum  effectiveness  and 
efficiency  to  the  attainment  of  organizational  goals.  Then  they 
deal  with  the  selection  of  a planning  period  which  is  logically 
related  to  the  commitment  of  organizational  resources.  Next  they 
stress  the  degree  of  flexibility  which  must  be  built  into  plans, 
as  well  as  the  concomitant  need  for  reviewing  plans  as  a function 
of  their  futurity.  Finally,  trie  principle  of  what  the  authors 
term  "competitive  strategies"  is  posited.  Plans  must  take  into 
account  the  possible  strategies  of  competitors,  not  only  in  the 
market  place  but  in  the  area  of  the  factors  of  production  as  well. 

The  importance  of  a clearly  defined  objective  is  the  point 
of  departure  for  Haimann  in  his  discussion  of  the  characteristics 
of  a good  plan.  1 His  approach,  which  incorporates  a number  of 
points  mentioned  some  years  earlier  by  Urwick, 12  emphasizes  the 
need  for  a plan  to  be  thoroughly  understood.  The  criteria  of  com- 
prehensiveness, integration  or  unity,  logical  soundness  and 
flexibility  are  all  familiar.  However,  he  does  introduce  the 
factor  of  cost.  Cost  of  the  plan  should  be  proportional  to  the 

resources  available,  and  the  plan  should  be  "reasonably  economical" 

. . 13 

within  this  framework. 

Ernest  Dale  also  stresses  the  importance  of  objectives,  since 
plans  are  the  means  for  their  attainment.1^  The  profit  objective 
is  paramount  for  the  business  organization,  within  the  social  and 
ethical  restraints  in  wh i ch  the  firm  operates.  Planning  should  be 
directed  toward  the  highest  return  on  investment  in  the  long  run. 
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In  his  discussion  of  planning  criteria,  Albers  suggests  that 
the  planning  program  should  be  aimed  at  achieving  a favorable 
balance  between  the  income  and  expense  of  a business  organization 
and  that  sustained,  sizable  profits  are  usually  looked  upon  as  an 
indication  of  the  efficiency  of  planning.  He  points  out,  how- 
ever, that  no  one  has  proved  a high  correlation  between  profits 
and  successful  planning.  In  fact,  because  of  the  uncertainties 
of  the  future,  even  a good  plan  may  result  in  the  business  incur- 
ring losses.  The  measurement  of  planning  efficiency  is  difficult, 
Albers  holds,  because  it  is  hard  to  differentiate  between  planning 
and  other  executive  functions.  Sometimes,  therefore,  a well- 
executed  poor  plan  will  produce  better  results  than  a good  plan 
which  is  mishandled. 

The  eifective  plan  is  one  which  provides  an  integrated  program. 
It  should  provide  realistic  marketing  goals  and  also  establish  the 
production  needs  to  meet  these  requirements."  So  say  Gutenberg  and 
Richman  in  their  comments  on  planning  essentials.^  An  effective 
plan  should  estimate  future  needs  for  financing  and  describe  pos- 
sible sources  of  funds,  they  say.  Procedures  for  control  must  be 
included  in  any  plan  which  is  to  be  effective,  since  these  will 
provide  the  evaluation  criteria  for  the  success  or  failure  of  the 
implemented  plan. 


Sisk  summarizes  under  three  principal  headings  the  character- 
istics of  plans  which  provide  criteria  for  evaluating  their  probable 
success.  ^ He  selects  the  characteristics  of  objectivity  (included 
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in  Davis'  list),  degree  of  structural izat ion,  and  flexibility  as 
key  criteria.  "Degree  of  structura 1 izat i on"  is  an  inclusive 
category  for  comprehensiveness,  time  span  or  the  time  required 
for  completion  of  the  plan,  assignment  of  duties  for  effective 
completion  of  the  plan,  and  control  features.  Economic  effective- 
ness is  proposed  as  a fourth  criterion  for  determining  the  relative 
merit  of  plans  and  a basis  for  selecting  the  "best"  plan. 

A very  clear  picture  of  corporate  planning  and  the  prepara- 
tion of  plans  is  provided  by  what  Steiner  has  termed,  "the  five 
key  dimensions  of  business  planning,"  a f i ve -branched  schematic 
which  shows  on  successive  branches  the  following:  the  subject  of 

plans,  the  elements  of  plans,  the  time  dimension  of  plans,  the 

characteristics  of  plans,  and  the  organizational  unit  for  which 

, . 18 

plans  are  made.  The  chart  accentuates  the  tremendous  complexity 
of  the  planning  process.  Steiner  warns  planners  to  exercise  care 
in  using  planning  methodology  and  techniques  to  develop  plans  in 
one  dimension  and  then  attempting  to  apply  the  same  plan  to  another 
d i me  ns  i on . 

It  should  be  noted  that,  while  the  literature  cited  above 
provides  a plethora  of  advice  and  guidelines  relative  to  the  plan- 
ning process  and  the  preparation  of  plans,  no  suggestions  are  of- 
fered regarding  the  comparative  measuring  of  the  planning  process 
or  plans  on  an  i nterorgan izat i ona 1 basis  which  the  chapter  hypothesis 
calls  for.  Le  Breton's  dimensions  seem  to  point  in  the  right 
direction;  however,  while  he  subscribes  to  the  basic  idea  that 
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measurement  of  results  is  of  interest,  especially  to  practitioners 
and  interested  citizens,  he  cautions  against  the  use  of  a compar- 
ative approach  in  seeking  to  determine  the  level  of  planning 
achievement. 
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A discouraging  note  is  also  sounded  by  Scott  in  his  discus- 
sion of  the  difficulties  in  measuring  effectiveness  of  planning, 
particularly  long-range.20  He  points  out  that  measurement  of  ef- 
ficiency requires  a comparison  of  actual  performance  with  the 
planned  goals.  Some  sort  of  comparison  might  be  made  on  an  annual 
basis;  but  corporate  plans,  extending  five  or  more  years  into  the 
future,  would  probably  have  been  adjusted  so  many  times  between 
their  adoption  and  the  end  of  the  planned  long-range  period  that 
such  efforts  would  be  meaningless  in  most  cases.  Further,  short- 
range  results  might  reflect  the  effects  of  cyclical  activity  which 
the  long-range  plan  was  expected  to  bridge.  |n  addition,  results 
of  organizational  strategies  may  not  appear  for  several  years, 
thus  reducing  the  accuracy  of  any  short-period  evaluation.  Ac- 
cording to  Scott,  the  appraisal  of  corporate  planning  is  virtually 
undeveloped  and  management  value  judgments  regarding  the  effective- 
ness of  long-range  plans  are  mostly  subjective. 

Since  published  criteria  offered  little  hope  of  resolving 
the  dilemma  created  by  the  statement  of  the  hypothesis,  it  ap- 
peared that  an  innovative  approach  would  need  to  be  made.  Some 
means  of  measuring  the  level  of  corporate  planning  in  banks  had 
to  be  developed.  The  ideas  suggested  by  the  literature,  while 
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excellent  in  themselves,  did  not  seem  to  exactly  meet  the  require- 
ments of  the  research  project.  Accordingly,  it  was  decided  to  make 
a distillation  of  those  thoughts  which  were  applicable. 

The  writer  had  undertaken  a preliminary  study  of  corporate 
planning  in  Florida  banks  in  late  1965.  It  was  found  that  only  one 
bank,  the  largest,  was  known  to  have  a corporate  planning  depart- 
ment and  that  the  bank's  planning  process  had  been  the  subject  of 

a paper  which  had  been  read  at  a conference  of  bank  directors  the 
2 1 

previous  year. 

A thorough  study  of  the  paper  produced  several  extremely  help- 
ful ideas.  First,  was  the  concept  of  banking  which  was  used  in 
discussing  the  planning  process  with  the  businessmen  who  attended 
the  directors'  conference.  It  was  essentially  a marketing  inter- 
pretation, as  indicated  by  the  following: 

--"Product  line"  consists  of  1)  rental  of  money  and  2)  a 
vai iety  of  financially  oriented  services. 

—"Markets"  for  the  products  exist  wherever  payment  is  made 
for  practically  all  goods  and  services;  in  other  words,  a 
cross-section  of  the  trade  area  served. 

--"Physical  plant"  represents  primarily  sales  and  warehousing 
faci 1 i t ies . 

--"Production  equipment"  is  made  up  of  1)  money  rented  or 
borrowed  and  2)  service  facilities  arid  personnel. 

--"Price  structure"  is  highly  competitive.  Some  products 
are  purchased  by  payment  of  money  in  the  form  of  interest, 
fees,  or  commiss  iones,  arid  some  as  a result  of  the 
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temporary  use  of  money,  i.e.,  deposit  balances,  so  terms 
are  unique. 

-A  leveraged  balance  sheet  is  produced  by  the  high  debt  to 

equity  ratio,  but  fixed  and  other  assets  are  relatively 
1 iquid. 

""Dollar  sales"  derive  from  money  rental  in  one  form  or  an- 
other and  from  the  sale  of  services. 

--Costs  are  relatively  fixed  and  have  a high  labor  content, 
with  payroll  and  fringe  benefits  averaging  about  60  per 
cent  of  operating  expense. 

Second,  the  paper  listed  the  elements  in  bank  profit  planning 
which  were  common  to  corporate  planning  for  any  business.  These 
were  said  to  be: 

--forecasting  essential  data. 

--measuring  the  impact  on  company  operations. 

“-relating  this  to  existing  capacity  and  to  corporate  policies 
—setting  tentative  profit  objectives,  reasonably  attainable, 
finding  the  critical  path,  that  is,  determining  changes  in 
policy,  operations  or  facilities,  necessary  to  produce  the 
profit  objective. 

--programming  income  and  budgeting  expenses. 

—reporting  and  analyzing  periodic  variations  from  plan  as  a 
check  on  both  performance  and  policy.22 

Third,  a procedural  outline  for  planning  bank  profits  was 

appended  to  the  paper  as  Table  1.  The  eleven  steps  are  reproduced 
here. 
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1.  Forecast  depos  its  ~i  .e. , source  of  funds. 

2'  ?or6JhP  2 COn^Sl°n  Policy -namely,  an  investment  plan 
1 0i  the  use  of  funds.  r 

3.  Schedule  employment  of  funds --cons ider ing  liquidity  policy 

profit  objectives,  customer  demands,  staff  and  other  * 

capacity,  yield  expectations. 

4.  Estimate  activity  in  direct  sales  of  services,  viz 
income  from  non-money  using  sources 

5.  Establish  assumptions  or  policies  as  to  pricing;  namely, 
interest  rates,  investment  yields,  fee  schedules. 

6.  Construct  a gross  operating  income  figure. 

7.  Budget  expenses  on  the  basis  of  activity  and  costs  related 
to  the  sales  forecast. 

8.  Observe  the  resulting  profit,  evaluate  its  acceptability. 

9*  ?eterm!ne  significant  changes  in  policy,  operations  or 

prof?tStS'  rSqUlred  t0  eff6Ct  adJ ustments  in  the  indicated 

10.  Adopt  an  acceptable  Plan. 

11.  Identify  critical  performance  requ i rements --est ab 1 i sh 
controls . o 

While  the  paper  provided  an  insight  into  one  bank's  planning 
process,  it  also  raised  some  very  important  questions.  Was  long- 
range  corporate  planning  being  done,  as  well  as  profit  planning? 

If  so,  m what  way  did  it  differ  from  the  planning  procedure 
described?  What  measurement  criteria  were  used  in  determining  the 
level  of  achievement?  In  order  to  obtain  answers  to  these  questions, 
the  bank  was  visited  and  the  corporate  planning  officer  was  inter- 
viewed in  depth  on  the  basis  of  a predetermined  list  of  questions. 
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Queries  were  based  on  a modification  of  Le  Breton's  model  of  the 

Planning  Process,  plus  questions  covering  the  environmental 

framework  of  planning,  as  well  as  questions  concerning  specific 

areas  in  which  planning  might  have  been  done,  such  as  growth,  new 

sources  of  funds,  adaptation  to  technological  change,  provision 

for  new  customer  services,  staffing  needs,  and  management  succes- 
sion. 

Results  of  the  visit  were  highly  informative.  Long-range 
planning  had  been  done.  A ten-year  plan  incorporating  two  five- 
year  plans  had  been  prepared  initially  with  annual  operational 
plans  integrated  on  a moving  calendar  basis,  but  it  had  been 
decided  to  limit  future  long-range  planning  to  a five-year  maximum. 
Procedures  for  long-range  planning  and  profit  planning  were  anal- 
ogous, except  for  goal -sett i ng,  which  was  more  precise  for  the 
shorter  range.  The  bank's  long-range  plan  had  established  target 
loans -discounts  levels,  which,  of  necessity,  had  to  be  supported 
by  deposit  growth  or  funds  from  other  sources.  Effectiveness  of 
planning  was  measured  by  comparing  the  achieved  level  of  leans- 
discounts  with  planned  goals.  The  two  other  major  sources  of  income, 
investment  income  and  service  charges,  were  also  planned  for  and 
similarly  evaluated. 

Corporate  planning  was  divided  into  four  general  areas: 
--financial  arid  profit  planning 
—operational  and  facilities  planning 
--products  and  market  planning 
--organizational  structure  and 


manpower  planning. 
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Planning  premises  were  prepared  by  the  planning  staff  in  conjunction 
w.th  top  management  and  were  based  on  both  short-  and  long-range 
forecasts  of  essential  data.  The  bank's  balance  sheet  at  the  end 
of  the  period  was  the  ultimate  focus  of  the  planning  effort. 

A review  of  the  information  obtained  led  to  several  tentative 
conclusions:  that  bank  corporate  planning  was  simpler  than  that 

for  large,  diversified  organizations;  that  the  planning  process 
which  banks  use,  or  could  use,  was  similar  to  the  model  process 
suggested  by  Le  Breton  and  the  practice  of  business  firms  shown 
in  the  literature;  that  measuring  comparative  levels  of  planning 
achievement  might  be  somewhat  easier  in  banking  than  in  other  fields; 
and  that  the  major  uncertainty  created  by  the  expansion  or  contraction 
of  the  money  supply  would  continue  to  be  a basic  planning  risk  factor. 

At  the  same  time  that  conclusions  were  arrived  at,  new  questions 
appeared.  If  only  one  bank  in  Florida  had  a formal  corporate  plan- 
ning department,  were  any  other  banks  engaging  in  the  formal  planning 
process?  If  not,  were  they  doing  informal  corporate  planning?  Or, 
perhaps,  were  they  using  some  of  the  tools  of  planning  without  being 
aware  that  these  aids  were  an  actual  part  of  the  planning  process? 

It  seemed  important  to  answer  the  last  question  first,  for  if 
people  plan  without  being  aware  of  it,  then  a questionnaire  regard- 
ing the  frequency  of  use  of  essential  aids  to  bank  planning  might 
produce  meaningful  results.  Accordingly,  reference  was  again  made 
to  the  1 i terature. 
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In  EJa^n  ^aiiO_Lie_Sjxu  c t u r e of  Behavior.2^  a group  of  psychol- 
ogists had  set  down  their  views  on  the  relationship  between  the  Plan 
as  conceived  in  the  human  mind  and  a computer  program.  They  suggested 
that  the  only  time  a waking  person  does  not  execute  his  own  plans  is 
when  he  is  hypnotized.  Plans  are  being  constantly  constructed  and 
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revised.  Haimann  points  out  that  without  plans  random  activities 
will  prevail,  and  that  planning  is  a process  which  the  manager  must 
use  daily  in  performing  his  executive  functions.27 

Philipp  Bardet,  in  his  description  of  the  concept  of  planning, 
states : 


The  central  concern  of  planning  is  the  future.  The 
activities. in  which  planning  reveals  itself  flow  automat ical ly 
into  decisions;  and  every  decision  is  the  result  of  a train  of 
thought.  Defined  in  this  way,  planning  does  not  differ,  con- 
sequently, from  the  ordinary  decision  process  which  takes  place 
daily  and  repeatedly  in  every  enterprise;  for  each  decision  is 
the. product  of  an  intellectual  process,  and,  preceding  the 
action  which  it  engenders,  of  necessity  takes  the  future  into 
cons ide rat  ion.20 

Koontz  and  O'Donnell  confirm  that  planning  results  from  mental 
activity.  According  to  them,  "Planning  is  an  intellectual  process, 
the  conscious  determination  of  courses  of  action,  the  basing  of 
decisions  on  purpose,  facts  and  considered  est  imates , 

There  is,  of  course,  a difference  between  Miller,  Galanter 
and  Pribram's  position,  that  plans  can  be  rough,  sketchy,  flexible 
anticipations,  and  the  emphasis  upon  the  conscious,  detailed 
activity  placed  by  Koontz  and  O'Donnell,  However,  an  effort 
still  had  to  be  made  to  devise  some  method  for  measuring  the  level 
of  planning  in  all  Florida  banks,  regardless  of  whether  they  were 
planning  formally  or  informally,  or  even  whether  they  were  unaware 
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oi  the  extent  of  their  planning  activity. 

A partial  solution  to  the  problem  appeared  to  be  offered  by 

30 

Scott.  He  distinguishes  between  strategic  long-range  planning, 
which  seeks  to  answer  the  question,  "Where  are  we  going?,"  and 
jmja  1 e me n tat j_on aj_  long-range  planning,  which  addresses  itself  to 
the  question,  "How  do  we  get  there?"  Implementat ional  long-range 
planning  has  to  do  with  the  details  of  accomplishment.  It  uses 
the  guidelines  of  company  strategy  for  the  future  and  seeks  to 
implement  the  strategies  through  detailed  policies  and  procedures. 
There  is  wide  variation  among  implementat ional  long-range  plans 
both  as  to  subject  area  and  detail.  Subjects  which  are  frequently 
included  under  the  heading  of  implementat ional  long-range  plans  are, 
accord i ng  to  Scott : 

Product  development 
Market  development 
Capital  budgeting 
Facilities  development 
Resource  development 
Manager  development 

Implementat ional  long-range  planning  not  only  deals  with  more  material 
concepts  than  strategic  long-range  planning,  it  is  closer  to  tradi- 
tional planning  practice,  in  Scott's  opinion.  Hence,  it  is  more 
widely  used  because  it  is  better  understood.  The  possible  quantif- 
ication of  implementat ional  long-range  planning  goals  is,  perhaps, 
impl ied. 


32 


A review  of  the  information  which  has  been  described  above 
led  to  the  following  summary: 

Accoiding  to  behavioral  science,  everyone  plans. 

Planning,  whether  formal  or  not,  is  an  every  day  business 
act ivity. 

Planning  manifests  itself  in  activities  which  vary  widely 
in  time,  scope,  and  intensity. 

Planning  in  banks  is  less  complex  than  for  some  other  businesses 
Implementat ional  planning  seems  much  like  functional  planning. 
Bank-corporate  planning  is  generally  similar  to  the  functional 
planning  for  marketing. 

Now  the  issue  began  to  resolve  itself.  Would  it  be  possible 
to  elicit  information  from  banks  in  such  a way  that  regardless  of 
whether  the  planning  activity  were  formal,  informal,  or  unrecognized, 
the  results  might  still  be  compared?  The  answer  appeared  to  be  a 
tentative,  "Possibly."  The  details  of  implementat ional  long-range 
planning  might  be  the  answer. 

Confirmation  of  this  procedure  appeared  to  be  provided  by 
the  subject  area  divisions  of  functional  planning  found  in  Branch's 
bibliography  of  corporate  planning.31  References  were  divided  under 
the  following  headings: 

Economic  analysis  and  market  research 

Technology;  research  and  development;  product 
plann i ng 

Sales  and  market,  planning 
Production  and  facilities  planning 
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Management;  organization  and  personnel  planning 

Financial^  profit  planning  and  control;  merger  and 
acquisition. 

Accordingly;  it  was  decided  to  prepare  a questionnaire  which; 
besides  seeking  to  determine  whether  formal  or  informal  long-range 
or  operational  planning  was  being  undertaken;  would  include  a 
frequency  analysis  of  the  use  of  aids  which  were  assumed  to  be 


essent i al 
aids  was 

1. 


2. 


3. 

b. 

5. 

6. 


to  bank  planning,  A list  of  thirteen  essential  planning 
developed  as  follows: 

Economic  forecasts;  national  and/or  local? 

This  aid  was  suggested  by  the  First  National  Bank  of 
Miami's  planning  process  as  well  as  by  virtually  all 
the  literature  cited. 

Forecasts  of  community  growth? 

Haimanri  stresses  the  significance  of  this  aid  by  saying; 
The  trend  of  the  population  is  a major  determinant  for 
the  product  or  service  of  all  enterprises."^ 

Deposit  growth  goals? 

The  origin  of  this  item  and  the  next  two  was  the  First 
National  Bank's  plan. 

Specific  dollar  goals  for  loan  volume? 

Forecasts  of  expected  income? 

Budgets  ? 


A number  of  sources  provided  this  aid;  the  First  National 

Bank's  plan;  Steiner;  in  Top  Management  Planning,  and 
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Gutenberg  and  Richman. 
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7.  Investment  planning? 

This  item  came  from  the  First  National  Bank's  plan. 

8.  Faci 1 it ies  planni ng? 

This  and  the  remaining  items  were  derived  from  the 
subject  areas  which  Scott  stated  were  frequently 
included  in  implementat ional  long-range  planning. 

9.  New  bank  service  development? 

10.  Market  research? 

11.  Manpower  planning? 

12.  Management  development? 

13.  Planning  for  electronic  data  processing? 

A copy  of  the  complete  questionnaire  is  shown  as  Appendix  A. 

A completed  instrument  was  now  available  for  use  in  testing 
the  hypothesis.  Accordingly,  the  postulate  became  a workable 
part  of  the  research  project. 
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CHAPTER  IV 


HYPOTHESIS:  THAT  FORMAL  CORPORATE  PLANNING  BY 

BANKS  IS  A FUNCTION  OF  SEVERAL  VARIABLES 

1 . BANK  SIZE 

2.  EXECUTIVE  AWARENESS  OF 
THE  NEED  FOR  PLANNING 

3.  EXECUTIVE  FAMILIARITY 
WITH  THE  CORPORATE 
PLANNING  PROCESS 

4.  AVAILABLE  EXECUTIVE  TIME 

Substantiation  of  this  hypothesis  can  only  result  from  a 
combination  of  rational  thinking,  extrapolation  from  related 
information,  and  the  personal  experience  of  the  writer.  There 
appear  to  be  no  direct  references  in  the  literature  which  might 
confirm  the  postulated  functional  relationship  for  banks. 

1 . Bank  Size 

1 he  question  of  organizational  size  as  it  relates  to  plan- 
ning is  raised  by  Bruce  Payne  in  a discussion  of  the  methods  of 
organizing  for  long-range  planning.  He  points  out  that,  regard- 
less of  the  corporate  structure  of  the  company,  its  size,  type 
of  operation,  or  the  nature  of  its  output,  ultimate  responsibility 
for  long-range  planning  lies  with  the  chief  executive  officer  of 
the  organization,  either  alone  or  with  top  policy  makers.  In 
larger  companies,  resources  may  permit  the  employment  of  a full- 
time planning  staff.  Even  so,  the  president  retains  operational 
responsibility.  The  chief  executive's  personal  responsibility  is 
even  more  pronounced  in  the  smaller  company.  Because  of  a lack 
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of  manpower  and  available  funds,  a special  long-range  planning 
group  will  seldom  be  established  in  the  smaller  organization.  In 
such  a situation,  the  company  president  will  usually  take  charge 
of  the  planning  effort,  and  he,  together  with  the  operating 
executives,  will  actually  do  the  long-range  planning  work.' 

A cost-benefit  ratio  is  applied  to  planning  in  firms  of  vary- 
ing size  by  Koontz  and  O'Donnell.  They  point  out  the  complexities 
which  develop  in  seeking  to  apply  the  principle.  Detailed  planning 
for  a small  company  may  become  as  expensive  as  that  for  a large 
company,  so  a manager  can  hardly  know  in  advance  how  much  planning 
will  be  worth  the  cost.  A large  firm  can  very  likely  engage  in 
more  thorough  planning  than  a small  one,  however,  since  planning 
expense  will  probably  be  smaller  in  relation  to  operating  expenses 
or  capital  resources  of  the  large  company  than  in  the  small.  The 
large  organization  is  seen  as  having  a material  advantage  over  the 

small  insofar  as  the  extent  of  planning  and  the  resources  available 

2 

to  perform  it  are  concerned. 

While  neither  of  these  references  pertaining  to  organiza- 
tional size  refers  directly  to  banks,  the  implications  are  rather 
obvious.  In  the  large  bank,  although  the  chief  executive  officer 
will  be  responsible  for  initiating,  stimulating,  overseeing,  and 
coordinating  the  planning  effort,  it  is  probable  that  some  sort 
of  planning  staff  or  supporting  line  group  will  be  available  for 
assistance.  Furthermore,  the  large  bank  will  be  able  to  afford  a 
planning  endeavor  much  more  readily  than  the  small  bank  because 
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the  ratio  of  planning  cost  to  either  operating  cost  or  invested 
capital  will  be  smaller.  On  the  other  hand,  the  chief  executive 
of  the  small  bank  will  be  confronted  with  the  need  to  do  the  corporate 
planning  work  with  a minimum  of  internal  assistance,  if  any,  and  the 
cost  of  an  outside  consultant  might  preclude  the  use  of  such  aid. 

Since  the  small  bank  would  have  comparatively  meager  financial 
resources,  the  expense  of  planning  would  loom  large  in  comparison 
with  normal  operating  costs  or  in  relation  to  total  capital. 

Indirect  confirmation  of  the  factor  of  size  in  relation  to 
the  extent  of  the  planning  activity  is  provided  by  Steiner  in  a 
section  on  "Resistance  to  Planning"  contained  in  his  1 969  work  on 
loiUjanafleme  nt , P 1 a n n i ng,. 3 He  quotes  from  "Approaches  to  Long-Range 
Planning  for  Small  Business,"  an  article  which  he  had  written  for 
The  Fi  napping  pj — SlTlP  1.1 — Pus  i ncsfi; — A__Cur  rent  Assessment  edited  by 
Irving  Pfeifer.  Responses  which  were  given  to  him  by  small 
businessmen  who  were  justifying  their  lack  of  long-range  planning 
included  the  following:  "That's  for  big  companies.  Not  me."  "My 

business  is  too  small  to  formalize  planning."^ 

While  the  old  adage  "One  swallow  doesn't  make  a summer"  can 
be  properly  applied  to  this  empirical  evidence,  unsolicited  com- 
ments on  the  questionnaires  used  in  the  present  research  study  also 
indicated  some  belief  on  the  part  of  chief  executives  of  small  banks 
that  the  size  of  their  bank  precluded  any  serious  interest  in 
corporate  planning. 
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2 . Executive  Awareness  of  the  Need 
for  Planning 

Executive  awareness  of  the  need  for  planning  would  appear 
to  underlie  any  organizational  planning  activity.  However, 
recognition  of  the  need  cannot  be  assumed  to  exist.  Le  Breton 
and  Henning  make  this  quite  clear  in  the  development  of  their 
theory  of  need  determination. 

Basic  to  the  preparation  of  any  plan  is  the  recognition  that 
a need  exists  for  at  least  considering  the  feasibility  of 
undertaking  a study.  This  initial  step,  recognizing  the 
need  for  a plan,  is  of  prime  importance  because,  unless  it 
is  handled  properly,  a company  is  always  performing  at  some 
level  below  top  efficiency. ^ 

Recognition  of  the  need  for  planning  is  listed  as  the  first 
of  seven  prerequisites  to  good  planning  by  Edward  J.  Green,  Vice 
Pres ident --Planning  and  Marketing,  Westinghouse  Air  Brake  Company, 
as  reported  by  Stewart  Thompson  in  How  Companies  Plan,  a 1 962 
American  Management  Association  Research  Study.  The  essential 
necessity  for  planning  must  be  understood  as  something  that  must 
be  done  in  order  to  solve  major  problems,  Green  states,  other- 
wise it  will  not  be  possible  to  develop  enough  organizational 
support  to  accomplish  the  task.^ 

In  his  later  publication,  Le  Breton  re-emphasizes  the  fact 
that  the  planning  process  begins  at  the  point  at  which  someone 
determines  that  consideration  must  be  given  to  some  specific 
situation.  Action  is  not  likely  to  be  taken  until  an  executive 
becomes  aware  of  a need  either  directly,  as  a result  of  his  own 
activity,  or  indirectly,  through  information  received  from  others. 
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According  to  Le  Breton,  timing  of  the  awareness  and  the  source (s) 
of  information  which  led  to  the  awareness  are  crucial  elements  in 
determining  the  later  success  of  the  planning  process.^ 

Although  there  is  some  difference  in  the  terminology  used 
by  Koontz  and  O'Donnell,  they  express  almost  the  same  ideas  as 
that  mentioned  above  in  describing  the  sequential  steps  in  plan- 
ning. They  employ  the  term  "opportunity"  instead  of  "need"  on 
the  grounds  that  it  describes  constructively  rather  than  passively 
a problem  situation  for  which  there  is  need  of  a solution  in  order 
to  attain  a given  objective.  in  their  view,  awareness  of  an  "op- 
portunity" (need  or  problem)  is  the  actual  starting  point  of  the 
planning  process,  albeit  the  awareness  must  precede  planning  it- 
self and  is  therefore  not  really  a part  of  the  process.8 

The  need  for  effective  planning  was  not  generally  recognized 
as  late  as  19&5,  according  to  St.  Thomas.  Some  businesses  had  been 
familiar  with  the  planning  process  for  a number  of  years,  but  the 
majority  had  been  maintaining  their  competitive  advantage  through 
concentrated  effort  in  engineering,  production,  and  sales.9 

There  is  an  indication  that  St.  Thomas  must  have  had  in  mind 
small-  and  medium-sized  firms  rather  than  very  large  companies  when 
he  stated  his  opinion.  Steiner  reports  that  a I963  study  by  the 
Stanford  Research  Institute  of  the  500  largest  U.S.  corporations 
showed  that  60  per  cent  already  had  formalized  corporate  planning 
programs  and  that  an  additional  24  per  cent  were  intending  to 
develop  them.  A later  study  by  the  National  Planning  Association 
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in  1966  indicated  that  among  420  companies  investigated  long-term 
plans  were  being  prepared  by  almost  85  per  cent.10  Despite  these 
seemingly  contradictory  data,  St.  Thomas  is  probably  correct,  at 
least  as  his  statement  pertains  to  Florida  banks;  for,  as  has  been 
mentioned  earlier,  the  writer  was  able  to  find  only  one  Florida 
bank  in  1965  that  had  established  a formal  corporate  planning 
process . 

^ • Executive  Familiarity  w i t h the 
Corporate  Planning  Process 

There  is  little  in  planning  literature  to  support  the  posi- 
tion which  the  writer  has  taken  that  one  of  the  variables  which 
will  affect  the  extent  to  which  corporate  planning  is  used  by  a 
bank  will  be  the  chief  executive's  knowledge  of  the  process  itself. 
There  appears  to  be  a general  assumption  that  everybody  in  top- 
level  management  is  familiar  with  the  process  of  planning.  An 
exception  to  this  approach  is  offered  by  Branch.  In  commenting 
on  the  process  and  procedure  of  corporate  planning,  he  points  out 
that,  while  the  system  is  formal  to  the  extent  that  there  is  a 
customary  sequence  of  planning  steps  and  a time  schedule  which 
should  be  followed,  in  small  businesses  the  approach  tends  toward 
the  informal.  Chief  executives  perform  much  of  the  process  mentally. 
He  emphasizes  the  importance  of  the  top-manager's  knowledge  of 
corporate  planning  by  stating  that,  "The  essential  requirement  is 

a thorough  understanding  of  the  approach  and  process  of  planning 
in  general * 
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Fayol  seems  to  have  recognized  the  importance  that  a knowledge 
of  planning  has  for  management  personnel  when  he  wrote  that  profes- 
sional competence  and  general  business  knowledge  were  managerial 
abilities  which  were  just  as  necessary  for  the  preparation  of  a 
Plan  as  for  its  execution.  Failure  to  plan  or  ineffective  plan- 
ning were  signs  of  managerial  incompetence  for  Fayol.  In  order  to 
protect  business  from  such  incompetence,  he  recommended  not  only 
that  planning  be  a compulsory  activity,  but  that  samples  of  suc- 
cessful business  plans  be  studied,  and  that  planning  be  introduced 
into  education  as  a specific  subject.^ 

Chief  support  for  the  variable  factor  of  familiarity  with 
the  corporate  planning  process  is  derived  from  psychology.  A 
study  by  Maslow  in  1 937  relative  to  the  influence  of  familiar- 
ization on  preference  found  that  familiarity  with  an  object  leads 
to  preference  for  it  over  unfamiliar  alternatives.'^  Heider 
extends  this  analysis  to  cover  the  negative:  that  the  unfamiliar 

is  disliked.  Not  only  is  the  unfamiliar  situation  potentially 
threatening,  it  is  also  cognitively  unstructured  in  that  the  suc- 
cessive steps  which  are  required  to  gain  the  objective  are  not 
clearly  known.  There  is  also,  he  observes,  a more  purely  intel- 
lectual and  aesthetic  component  of  resistance  to  the  unfamiliar, 

"The  strange  is  experienced  as  not  fitting  the  structure  of  the 
matrix  of  the  life  space,  as  not  fitting  one's  expectations."14 

Howard  Wilson,  in  a pamphlet.  Changing  Behavior  and  PrB»Pnt- 


jn_q,  Resistance  to  Change.,  points  up  the  individual's  preference  for 
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the  familiar.  "Because  of  the  important  role  that  past  experiences 
play  in  a person's  1 i f e there  is  often  fear,  hesitancy,  or  re- 
jection of  anything  that  is  unknown  or  untried."  ^ 

None  of  the  above-mentioned  authorities  points  directly  to 
banking  as  a field  in  which  his  observations  would  be  valid.  A 
rational  approach  has  to  be  relied  upon  to  build  a logical  bridge 
from  the  apparent  generalizations  to  the  specific  application. 

For  the  writer,  construction  is  easy.  As  a result  of  several  years 
of  active  work  with  the  Florida  Bankers  Association,  including 
chairmanship  of  one  of  its  major  committees,  the  writer  became 
aware  that  many  bank  executives  appeared  to  be  unfamiliar  with 
management  theory,  including  a knowledge  of  corporate  planning. 

Available  Executive  Time 

The  hypothesized  variable,  "available  executive  time,"  is 
mentioned  frequently  in  the  literature  as  one  of  the  critical 
factors  in  planning.  Bruce  Payne  expresses  the  point  extremely 
well.  "Long-range  planning  is  a chore.  The  most  able  and 
experienced  executives  find  it  difficult  to  organize  their  staffs 
for  a planning  effort  when  day-to-day  assignments  and  the  fluctua- 
tions of  business  place  them  under  constant  pressure."^ 

In  discussing  company  experience  in  providing  time  for  plan- 
ning, Thompson  quotes  a company  manager  as  saying  that  there  are 
more  managers  who  are  familiar  with  the  details  of  the  planning 
process  than  have  the  time  to  plan.  ^ 

Branch  points  out  that  an  essential  ingredient  of  the  normal 
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corporate  planning  effort  is  time.  There  must  be  available  at 
least  a minimum  amount  of  time  and  effort.  The  formulation  and 
resolution  of  difficult  problems  take  a certain  amount  of  time  as 
well  as  undivided  attention.  Not  only  does  corporate  planning 
place  additional  demands  upon  executives  by  calling  for  their 

best  efforts,  time  must  be  found  for  study  and  analysis  while 

1 8 

management  direction  continues. 

"Most  planning  is  time  consuming,"  writes  George  R.  Terry, 
good  planning  efforts  cannot  be  hurried.  Reflective  thinking, 
finding  and  analyzing  sufficient  facts,  considering  possible 
courses  of  action,  and  designing  the  complete  plan  require  far 
more  time  than  the  layman  realizes."19  He  goes  on  to  say  (p.  237) 
that  when  a manager  does  all  his  own  planning,  it  requires  a 
considerable  portion  of  time. 

Haimann  asserts  that  although  every  manager  plans,  the 

higher  his  position  in  the  managerial  hierarchy,  the  more  of  his 

time  and  efforts  have  to  be  allocated  to  planning.20  This  view 

is  corroborated  by  Ferrell  in  analyzing  the  available  resources 

of  a company  in  terms  of  time  and  manpower.  He  states  that  a 

manager's  time  and  effort  are  scarce  resources  and  need  to  be 

assessed  in  advance  of  planning. 

With  each  added  level  in  the  organization  chart,  it  becomes 
increasingly  necessary  to  take  into  consideration  the  probable 
allocation  of  these  individuals'  time  and  effort  to  some  needs 
at  the  expense  of  others--a  problem  which  is  further  accentuated 
by  the  perfectly  human  tendencycf  everyone  to  favor  those  mat- 
ters of  greatest  personal  interest. 

He  further  suggests  that  the  planning  process  offers  a means  of 
controlling  the  allocation  of 


management  time  and  effort. 
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In  a section  of  his  chapter  on  the  role  of  top  management  in 
the  long-range  planning  process,  Scott  avers  that  top  management's 
dilemma  is  to  find  enough  time  to  devote  to  long-range  planning 
activities.  Managers  are  under  the  continuous  time  pressure  of 
everyday  duties.  The  present  requires  constant  attention.  He  cites 
data  to  show  that  top  management  executives  work  longer  than  any 
other  industrial  group  in  society.  They  are  extremely  busy  people.22 

Drucker,  in  his  discussion  of  executive  time  management, 
focuses  on  the  point  that  the  bigger  the  organization  is  and  the 
higher  the  executive's  position,  the  greater  become  the  demands  of 
time.  The  effective  executive  understands  his  need  to  manage  the 
very  small  amount  of  time  over  which  he  retains  personal  control. 

This  discretionary  time  decreases  in  amount  as  the  size  of  the 
organization  increases,  so  its  use  must  be  optimized.^ 

Every  chief  executive  is  faced  with  the  basic  problem  of 
allocating  his  time  among  the  many  duties  which  clamor  for  his 
attention,  agrees  Steiner.  He  sees  the  shortage  of  time  as  one 
of  the  major  obstacles  to  the  chief  executive's  performance  of  his 
role  in  planning.  "Time  is  a scarce  resource  and  corporate  plan- 
ning requires  the  lavish  use  of  it."2if 

Again,  the  references  do  not  specifically  pertain  to  the 
corporate  planning  process  in  banks;  but  once  more  an  extrapolation 
appears  rationally  permissible.  It  might  properly  be  assumed  that 
the  chief  executive  of  a small-  or  medium-sized  bank  would  not  be 
under  quite  as  much  time  pressure  as  his  corresponding  number  in 
a multi-national  industrial  corporation,  but  he  is  also  likely  to 
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have  proportionately  less  in  the  way  of  supporting  organization  to 
which  he  may  delegate  some  part  of  his  daily  duties  in  order  to 
free  himself  for  planning. 

No  direct  assistance  is  provided  in  the  available  literature 
regarding  the  problem  of  determining  the  customary  allocation  of  a 
bank  chief  executive's  time.  Since  determining  the  use  of  executive 
time  became  a vital  factor  in  testing  the  hypothetical  variables, 
it  was  necessary  to  develop  a special  instrument  by  means  of  which 
the  chief  executive  might  identify  the  allocation  of  his  time  among 
the  various  major  duties  which  the  writer  had  observed  were  the 
principal  claimants  of  bank  top-managers'  time.  A copy  of  the 
'Executive  Activity  Sheet"  is  shown  as  Appendix  B. 
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CHAPTER  V 


HYPOTHESIS:  THAT  THE  EXTENT  OF  CORPORATE  PLANNING 

IN  A SPECIFIC  BANK  WILL  BE  REFLECTED,  OTHER 
THINGS  BEING  EQUAL,  IN  THE  AREAS  OF: 

1.  DEPOSIT  GROWTH 

2.  INVESTMENT  POLICY 

3.  FACILITIES  GROWTH 

4.  DEVELOPMENT  OF  NEW 
BANK  SERVICES 

5.  MANPOWER  PLANNING 
AND  DEVELOPMENT 

6.  ELECTRONIC  DATA 
PROCESS  I NG 


The  hypothesis  explores  uncharted  territory.  There  is  nothing 
in  either  planning  or  management  literature  to  either  support  or 
negate  the  postulate;  consequently  the  elements  of  the  hypothesis 
have  to  be  based  upon  a study  of  existing  banking  practice  and 

whatever  information  is  available  concerning  bank  corporate  plan- 
ning. 

At  the  time  the  research  study  was  begun,  although  some  of 
the  nation's  larger  banks  were  engaged  in  corporate  planning,  there 
was  a dearth  of  published  material  relative  to  bank  planning.  An 
important  exception  was  an  article  by  E.  Sherman  Adams,  Vice 
President  of  the  First  National  City  Bank  of  New  York,  titled 
"There's  a New  Accent  on  Planning,"  which  had  appeared  in  the 
October,  1964,  issue  of  Banking  and  had  created  quite  a stir  in 
banking  circles.  Adams  summarized  the  results  of  a nationwide  survey 
among  60  leading  banks.  He  found  the  whole  question  of  corporate 
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planning  in  banks  in  a state  of  ferment.  Among  the  planning 
activities  which  the  bankers  felt  had  proven  most  valuable  were 
profit  planning,  marketing  planning,  planning  for  electronic  data 
processing,  planning  for  management  development  and  facilities 
planning  for  branch  expansion.1 

Another  useful  source  of  ideas  was  the  report  of  an  address 
by  a West  coast  banker  in  connection  with  a panel  discussion  topic, 
’’Can  Banks  Plan  Their  Growth,"  presented  at  the  1965  Financial 
Analysts  Federation  Convention.  Glenn  K.  Mowry,  Executive  Vice 
President  of  the  Bank  of  California,  N.A.,  was  said  to  have  stated 
that  "The  major  concerns  involved  in  long-range  planning  for  banks 
include  long-range  deposit  growth,  balance  sheet  stability,  return- 
on-investment  expansion,  diversification  and  organization."^  In 
addition  he  was  quoted  in  the  article  as  having  stressed  the  neces- 
sity for  giving  proper  emphasis  in  the  planning  program  to  the 
bank's  personnel  and  their  managerial  skills. 

Further  assistance  was  provided  by  the  profit  plan  which  had 
been  prepared  by  Florida's  largest  bank,  as  reported  at  the  second 
Bank  Directors'  Conference  in  1964,  and  an  i nterv lew  wi th  the 
bank's  Vice  Pres ident -Planning.3  Whereas  the  published  profit 
plan  concentrated  on  the  areas  of  planning  deposit  growth  and 
return  from  investments,  the  interview  brought  out  the  fact  that 
the  bank's  planning  effort  was  divided  into  four  general  areas, 
of  which  rinancial  and  profit  planning  was  only  one.  The  other 
three  were  operational  and  facilities  planning,  products  and 
marketing  planning,  and  organizational  and  manpower  planning. 
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Having  apparently  exhausted  sources  of  internal  aid,  the 
writer  was  forced  to  turn  to  personal  experience  for  confirmation 
or  elaboration  of  the  areas  of  bank  activity  which  might  reveal 
the  extent  of  the  planning  effort. 

Although  the  level  of  the  bank's  total  deposits  is  dependent 
in  part  upon  the  bank's  lending  and  investing  policy,  for  the 
individual  bank,  the  volume  of  loans  and  investments  it  can  make 
depends  upon  the  amount  of  its  total  deposits.  The  reserves  which 
a bank  must  hold,  and  which  ultimately  determine  its  extension  of 
credit,  are  obtained  for  the  most  part  from  its  deposits. ^ 

The  writer's  original  intention  had  been  to  include  the  area 
of  lending  and  liquidity  policy  as  one  which  would  also  reflect  the 
extent  of  a bank's  planning  effort.  Two  considerations,  however, 
led  to  the  omission  of  this  area  from  the  list:  first,  the  intimate 

relationship  between  deposit  growth  and  loan  growth  appeared  to 
reduce  the  mean i ngf ul ness  of  lending  policy  as  an  indicator; 
second,  the  writer  felt  that  lending  and  liquidity  policy  might 
well  vary  so  widely  between  banks  that  a comparison  would  only 
reveal  differences  between  conservative  and  less  cautious  bank 
managements . 

Interest  on  loans  and  interest  on  investments  are  the  two 
major  sources  of  bank  income,  producing  63.5  per  cent  and  27.8 
per  cent,  respectively,  of  the  earnings  of  all  Federal  Reserve 
member  banks  in  1968. 5 There  would  be  some  variation,  of  course, 
among  individual  banks.  However,  the  figures  for  all  member 
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banks  in  Florida  indicated  that  loans  and  investment  were  still 
the  prime  producers  of  earnings.  Interest  on  loans  represented 
57.5  per  cent  of  the  income  of  all  Florida  member  banks  in  1968, 
and  interest  on  investments  28.0  per  cent.6  These  figures  tend  to 
emphasize  the  importance  of  deposit  growth  mentioned  above. 

Investment  planning  is  necessary  not  only  to  maximize  return 
on  investments  but  also  to  assure  proper  liquidity  and  provide 
funds  for  seasonal  loan  demands.  A well -managed  investment  port- 
folio will  show  a continuing  movement  of  securities  from  the  "bond 
account"  to  secondary  reserve  position  as  they  approach  within  one 
year  of  maturity,  and  to  cash  or  reinvestment  in  long-term  securities 
when  they  mature. ^ Haphazard  shifting  may  result  in  capital  losses 
arising  from  forced  sales  under  adverse  money  market  conditions, 
and  missed  opportunities  for  advantageous  investment. 

It  is  interesting  to  note  in  this  connection  that  item  3 of 
the  First  National  Bank  of  Miami's  procedural  outline  for  bank 
profit  planning  calls  for  scheduling  the  use  of  funds,  taking  into 
consideration  liquidity  policy,  profit  objectives,  customer  demand, 
staff  and  other  capacity  and  yield  expectations.  Item  5 of  the 
same  procedural  outline  specifies  the  establishing  of  pricing  as- 
sumptions or  policies;  specifically,  interest  rates,  investment- 
yields,  fee  schedules. ^ 

The  importance  of  planning  for  facilities  growth  would  be 
difficult  to  exaggerate  in  a state  like  Florida  where  unit  banking 
is  prescribed  by  law.  The  cost  of  establishing  a new  facility  is 
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substantial.  Each  additional  bank  must  be  separately  capitalized 
and  set  up  with  its  own  board  of  directors.  Whatever  capital  is 
invested  in  the  bank  premises  will,  of  course,  reduce  initial 
lending.  Where  existing  facilities  are  outgrown,  or  become  un- 
suited to  the  conduct  of  modern  banking,  the  cost  is  more  likely 
to  be  measured  in  customers  lost  to  competitor  banks,  or  the  cost 
of  inefficient  operation.  Since  considerable  time  will  elapse 
before  new  or  enlarged  facilities  are  available,  decisions  must 
be  made  well  i ri  advance  and  in  accordance  with  a carefully  prepared 
plan. 

Facilities  planning  was  designated  as  one  of  the  four  general 
areas  of  planning  covered  by  Florida’s  largest  bank.  It  was  also 
an  area  of  planning  for  a large  bank  on  the  Florida  west  coast 
which  the  writer  visited  during  the  course  of  the  research  study. 

The  facilities  plan  was  expected  to  cover  the  bank's  entire  physical 
plant  including  the  parking  qarage. 

Programs  for  developing  new  business  or  new  services  are  among 
the  requirements  which  department  heads  are  given  to  study  in  con- 
nection with  the  preparation  of  long-range  plans,  according  to 
Candilis  in  a booklet  written  for  The  American  Bankers  Association.^ 
The  emphasis  placed  upon  new  business  and  the  developing  of  new 
bank  services  is  indicative  of  the  growing  value  accorded  by  bankers 
to  the  marketing  concept.  Competition  has  forced  bankers  to  go  out 
seeking  business  instead  of  waiting  for  it.  Once  the  expected  rate 
of  growth  of  the  bank  has  been  set  by  top  management  as  a planning 
premise,  programs  that  would  assist  in  attaining  growth  goals  are 
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designed  and  budgeted. 

A major  midwestern  bank,  which  began  planning  on  an  annual 

basis  in  1965,  in  the  statement  of  objectives  and  goals  included 

in  the  "Planning  Guide  for  1 966  Annual  Plan,"  asserted  that: 

Most  1'kely,  objectives  and  goals  of  revenue  producing  depart- 
ments and  divisions  will  be  developed  in  a context  of  opportun- 
ities available  through: 

-Increasing  revenue  from  existing  services  in  present  markets. 

Increasing  revenue  from  existing  services  in  new  markets 
--Great i ng  new  services  for  present  markets. 

Creating  new  services  for  new  markets. 

Where  share  of  market  data  is  available,  plans  should  consider  , 
h the  _ Bank's  share  can  be  profitably  expanded.  0 

The  continuing  trend  toward  customer -or iented  bank  organiza- 
tion is  reported  by  McKinsey  * Company,  Inc.,  in  a 1968  study  made 
for  the  Association  of  Reserve  City  Bankers.  Under  the  heading, 
"Organizing  Around  Businesses  and  Markets,"  the  study  report  states 
that  major  changes  are  being  made  in  the  traditionally  functional 
organization  of  more  and  more  banks.  The  objective  is  to  capital- 
ize on  the  many  advantages  of  organizing  around  "natural"  profit 
centers  and  distinct  markets.  The  sales  organization  is  being  re- 
aligned around  specific  markets,  e.g.,  commercial,  retail,  and 
correspondent  banks.  Increased  specialization  is  being  introduced 
within  each  market,  both  by  type  of  industry,  e.g.,  public  util- 
ities, and  by  type  of  customer,  e.g.,  small  business.11  Since 
the  study  is  based  on  interviews  with  senior  bank  officers  in  more 
than  40  Reserve  City  Banks  in  over  20  different  cities,  it  may  be 
considered  to  be  a fair  representation  of  current  practice. 
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It  should  be  remembered  that  marketing  planning,  which  actively 

introduces  customer-awareness  into  bank  corporate  planning,  was  also 

one  of  the  planning  activities  which  the  Adams  survey  of  lending 

1 "? 

banks  found  to  be  most  valuable. 

According  to  Ralph  C.  Davis,  any  bank  management  philosophy 
necessary  for  long-range  planning  should  include  a statement  regard- 
ing the  bank's  obligation  to  meet  changing  needs  by  improving 

13 

present  services  arid  developing  new  ones. 

The  area  of  manpower  planning  and  development  is  an  important 
reflector  of  the  extent  of  the  bank  corporate  planning  process. 

Failure  to  develop  successor  management  has  been  common  among  banks 
of  all  sizes,  but  particularly  the  smallest  ones.  One  of  the  causes 
of  bank  mergers  in  the  last  twenty  years  has  been  the  fact  that 
elderly  managements  who  wanted  to  retire  found  themselves  without 
capable  trained  replacements.  They  had  failed  to  develop  bright 
young  people  who  were  ready  to  take  over.*^ 

Research  by  McKinsey  and  Company,  Inc.  indicated  three 
problem  areas  for  which  planning  was  necessary.  First,  is  the 
problem  of  developing  enough  qualified  and  experienced  managers 
fast  enough.  This  has  been  a major  problem  in  banks  which  were 
expanding  rapidly,  because  little  recruiting  was  done  in  the  decades 
of  the  30 's  and  40's,  leaving  many  banks  with  a still  unfilled  man- 
power gap.  Second,  is  the  problem  of  turning  over  management  to 
an  unready  generation  of  bankers.  Challenging  responsibilities  have 
not  been  assigned  to  these  younger  people  to  develop  them  properly 
for  their  senior  management  roles.  Finally,  there  are  many  banks 
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which  have  filled  middle  and  upper  management  positions  with  younger 
men  on  a wholesale  basis,  often  through  the  early  retirement  of 
the  incumbents.  The  problem  becomes  one  of  holding  on  to  the 
extremely  capable  younger  men  who  see  little  chance  of  advancement 
-n  a situation  where  the  entire  upper  level  of  management  is  composed 
of  men  who  are  approximately  the  same  age  as  they.15 

Even  more  critical  is  the  qualitative  side  of  the  management 
development  problem.  Authors  of  the  research  report  felt  that  few 
bankers  are  adequately  prepared  professionally  for  the  job  of 
managing  when  they  are  called  upon  to  take  over.  Because  develop- 
ment has  not  been  planned,  bankers  have  been  over -special ized, 
often  within  a single  functional  department.  Traditional  advance- 
ment in  commercial  banking  has  fostered  this  type  of  career  since 
the  accumulation  of  banking  expertise  has  been  one  of  the  chief 
criteria  for  promotion.  The  inadequacies  produced  by  unplanned 
development  are  serious. 

As  a result,  relatively  few  men  who  rise  to  the  top  have  had 
adequate  prior  exposure  to  the  profit  economics  of  the  bank 
or  have  had  sufficient  experience  in  directing  and  motivating 
people,  doing  basic  business  planning,  managing  costs,  etc. 

The  booklet,  Long-Range  Planning  in  Banking,  authored  by 
Candilis  for  the  American  Bankers  Association,  cites  the  need  to 
prepare  not  only  for  management  personnel  requirements  but,  ad- 
ditionally, for  general  growth  and  development  as  one  of  the  factors 
which  have  caused  commercial  banks  to  turn  toward  planning.17  It 
is  no  surprise,  then,  to  find  that  The  First  National  Bank  of  Miami 
has  organizational  and  manpower  planning  as  one  of  its  corporate 
planning  areas.  The  two  other  bank  planning  guides  which  have  been 
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available  to  the  writer  similarly  incorporate  manpower  plans  as 
an  area  of  specific  planning  activity. 

Louis  A.  McCarten,  Vice  President  of  the  Industrial  National 
Bank  of  Rhode  Island,  writing  in  a management  symposium  on  "Long- 
Range  Planning  in  Banking  Today,"  suggests  that  a .manpower  plan 

will  be  among  the  most  probable  areas  of  concern  in  all  long-range 
plans. 


Planning  for  electronic  data  processing  is  another  area  of 
long-range  bank  planning,  according  to  McCarten.  In  1966,  it  was 
a question  of  whether  a bank  should  arrange  to  have  its  transactions 
computerized.  By  late  1969,  when  McCarten  was  writing,  most  banks 
had  already  moved  in  the  direction  of  EDP  so  the  question  had  be- 
come one  of  how  data  processing  was  to  be  handled.  At  the  start 
of  this  research  project,  electronic  data  processing  was  still 
relatively  new  in  Florida.  Florida's  leading  bank  had  already 
computerized  its  operations,  but  the  large  bank  on  Florida's  west 
coast  included  electronic  data  processing  use  as  one  of  the  seven 
areas  marked  out  for  its  planning  activity. 

The  use  of  computers  is  mentioned  as  a subject  for  specific 
study  in  the  American  Bankers  Association  publication,  9 and  the 
Adams  survey  shows  data  processing  as  another  one  of  the  areas  of 
planning  activity  which  had  proven  most  valuable  to  the  banks 
responding  to  the  survey. 

From  a practical  standpoint,  the  utility  of  electronic  data 
processing  is  tremendous.  Not  only  can  the  bank's  various  accounting 
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operations  be  performed  electronically,  but  the  use  of  a computer 
provides  an  opportunity  for  the  retrieval  of  valuable  operational 
and  customer  information  hitherto  unavailable.  It  also  makes  pos- 
sible the  testing  of  plans  and  forecasts,  thereby  aiding  in  decision 
making.  Even  a bank  too  small  to  have  its  own  computer  facility 
should  consider  whether  to  utilize  computer  time-sharing  or  whether 
to  over-purchase  a computer  and  lease  time  to  others.  Since  the 
cost  of  installing  EDP  represents  a substantial  capital  outlay  or 
increased  operational  costs,  careful  planning  is  imperative. 
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chapter  VI 


FINDINGS 

Mailings  of  the  Planning  Dimension  Questionnaire  and  Executive 
Activity  Sheet  produced  the  results  shown  below.  Breakdown  by 
marketing  area  and  bank  size  is  that  suggested  by  the  Florida 
Bankers  Association. 


Table  1 

Results  of  Mailings  by  Marketing  Area 


A 

B 

C 

D 

E-F 

Total 

Number  Mailed 

136 

120 

74 

58 

54 

442 

Number  Replied 

62 

72 

44 

41 

26 

245 

Per  cent  Repl ied 

45.5 

60.0 

59.4 

70.7 

48.3 

55.4 

Table  2 

Results  of 

Ma  i 1 i ngs  by  Bank 

C 1 ass i f i cat i on 

"A" 

"B" 

"C" 

"D" 

1 l£l  1 

Total 

Number  Mailed 

248 

119 

51 

14 

10 

442 

Number  Replied 

130 

62 

37 

8 

8 

245 

Per  cent  Repl ied 

52.5 

52. 1 

72.5 

57.2 

80.0 

55.4 

62 
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Table  3 

Results  of  Mailing  by  Marketing  Area  and 
Bank  Classification 


"A" 

"B" 

"C" 

"D" 

IICII 

Total 

Market 

ing  Area 

A 

Numbe r Mailed 

63 

41 

22 

8 

2 

136 

Number  Repl ied 

26 

19 

12 

4 

1 

62 

Per  cent  Repl ied 

41.3 

46.3 

54.5 

50.0 

50.0 

45.5 

Market 

ing  Area 

B 

Number  Mailed 

62 

37 

13 

4 

4 

120 

Number  Repl ied 

38 

18 

10 

3 

3 

72 

Per  cent  Repl ied 

61.3 

48.6 

76.9 

75.0 

75.0 

60.0 

Marketing  Area 

C 

Number  Mailed 

41 

24 

6 

2 

1 

74 

Number  Repl ied 

22 

14 

6 

1 

1 

44 

Per  cent  Repl ied 

53.7 

58.3  100.0 

50.0 

100.0 

59.4 

Market 

ing  Area 

D 

Number  Mailed 

40 

1 1 

4 

0 

3 

58 

Number  Replied 

27 

8 

3 

0 

3 

41 

Pe r cent  Repl i ed 

67.5 

72.7 

75.0 

- 

100.0 

70.7 

Marketing  Area  E 

-F 

Number  Mailed 

42 

6 

6 

0 

0 

54 

Number  Replied 

17 

3 

6 

0 

0 

26 

Per  cent  Repl ied 

40.5 

50.0  100.0 

- 

- 

48.3 
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Not  all  of  the  replies  shown  in  Table  2 above  were  usable. 

Among  the  class  "A"  banks,  60  banks  had  either  been  organized  after 
June  30,  1961,  or  had  not  been  operating  long  enough  by  that  date 
to  have  published  the  amount  of  their  total  deposits.  These  responses 
could  not  meet  the  five-year  operational  criterion  of  the  research 
study  and  were  therefore  excluded.  An  additional  15  class  "A" 
banks  failed  to  provide  complete  information  and  were  also  ruled 
out.  Responses  of  13  class  "B»  banks  and  six  class  "C"  banks  were 
similarly  excluded.  All  class  "D"  and  class  "E"  responses  were 
usable. 

Table  4 

Usable  Responses  by  Marketing  Area  and 
Bank  Class  if icat ion 


"A" 

"B" 

"C" 

"D" 

"E" 

All 

Market i ng  Area  A 

7 

16 

9 

5 

1 

38 

Marketing  Area  B 

13 

16 

9 

2 

3 

43 

Market i ng  Area  C 

6 

10 

6 

1 

1 

2.4 

Marketing  Area  D 

16 

5 

2 

0 

3 

26 

Marketing  Area  E-F 

13 

2 

5 

0 

0 

20 

Total s 

55 

49 

31 

8 

8 

151 
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I.  "Planning  Dimension  Questionnaire" 

The  summary  of  responses  to  the  "Planning  Dimension  Question- 
naire" which  follows  shows  only  the  number  of  "Yes"  responses  to 
the  questions  asked.  Items  left  blank  have  been  assumed  to  have 
been  answered  "No."  In  Section  "A.  Formal  Corporate  Planning," 

"Yes"  responses  to  the  first  question  were  tallied  only  if  confirmed 
by  an  indication  from  the  "Executive  Activity  Sheet"  that  time  was 
being  devoted  to  the  task  of  formal  corporate  planning  by  either 
the  chief  executive  of  the  bank  or  planning  staff  officer. 

Summary  of  Responses  to  "Planning  Dimension  Questionnaire" 

A . Formal  Corporate  Planning 

1.  Formal  corporate  planning  is  used  in  the  bank? 

2.  Long-range  goals  have  been  established? 

3.  Goals  or  objectives  have  been  expressed  in  writing  as  such 
or  as  statements  of  policy? 

Bank  goals  or  objectives  are  known  to  all  officers? 

all  staff? 

5.  The  major  long-range  activities  of  the  bank  are  oriented 
to  the  attainment  of  the  bank's  long-range  objectives? 

6.  Operational  or  short-range  plans  are  developed  within  the 
framework  of  long-range  objectives? 

The  item  numbers  in  Table  5 below  relate  to  these  questions. 
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Table  5 

Tabulation  of  Responses 


1 tern 

No. 

All 

No. 

Banks 

Per 

cent 

1 

No. 

■A" 

Per 

cent 

"B" 

Per 

No.  cent 

"C" 

Per 

No.  cent 

"D" 

Per 
No.  cent 

1 ICII 

Per 

No.  cent 

I 

28 

18.5 

6 

10.9 

14 

28.6 

6 

19.4 

0 

0 

2 

25.0 

2 

27 

17.9 

4 

7.3 

16 

32.7 

6 

19.4 

0 

0 

1 

12.5 

3 

12 

7.9 

2 

3.6 

7 

14.3 

1 

3.2 

0 

0 

2 

25.0 

4a 

25 

16.5 

6 

10.9 

13 

26.5 

5 

16.1 

0 

0 

1 

12.5 

4b 

3 

2.0 

1 

1.8 

2 

4. 1 

0 

0 

0 

0 

0 

0 

5 

27 

17.9 

6 

10.9 

15 

30.6 

5 

16. 1 

0 

0 

1 

12.5 

6 

20 

13.2 

7 

12.7 

16 

32.7 

5 

16.1 

0 

0 

2 

25.0 

B . .Informal  Corporate  Planning 

1.  Formal  corporate  planning  is  not  used  but  the  bank  has 
objectives  and  goals,  written  or  stated  verbally? 

2.  Objectives  are  known  to:  all  directors? 

a 1 1 off i cers  ? 
all  staff? 

3.  Planning  is  done  as  needed  for  various  areas  of  the  bank's 
operation? 


The  item  numbers  in  Table  6 below  relate  to  these  questions. 
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Table  6 

Tabulation  of  Responses 


1 tem 
No. 

A1  1 

Banks 

1 

"A" 

"B" 

1 1 

C" 

1 1 

D" 

ll£l  1 

No. 

Per 

cent 

No 

Per 

. cent 

No 

Per 
. cent 

No. 

Per 

cent 

No. 

Per 

cent 

No 

Per 

. cent 

1 

105 

69.5 

38 

69.1 

31 

63.3 

24 

77.4 

7 

87.5 

5 

62.5 

2a 

90 

59.7 

35 

63 .6 

26 

53.1 

18 

58.1 

7 

87.5 

4 

O 

o 

U*\ 

2b 

87 

57.6 

34 

61.8 

26 

53.1 

18 

58.1 

6 

75.0 

3 

37.5 

2c 

28 

18.5 

14 

25.5 

6 

12.2 

6 

19.4 

2 

25.0 

0 

0 

3 

113 

74.9 

43 

78.2 

34 

69.4 

25 

80.6 

6 

75.0 

5 

62.5 

C . Essential  Aids  to  Planning 
(Extent  to  which  used) 

1.  Economic  forecasts,,  national  and/or  local? 


A1  1 

Banks 

1 

"A" 

"B" 

"C" 

"0" 

1 IjTI  1 

No. 

Per 

cent 

No 

Per 

. cent 

No. 

Per 

cent 

No 

Per 
. cent 

No. 

Per 

cent 

No. 

Per 

cent 

Never? 

1 1 

7.3 

7 

12.8 

4 

8.2 

0 

0.0 

0 

0.0 

0 

0.0 

Somet i mes  ? 

86 

56.9 

30 

54.5 

28 

57.1 

20 

64.5 

5 

62.5 

3 

37.5 

Always? 

54 

35.8 

18 

32.7 

17 

34.7 

1 1 

35.5 

3 

37.5 

5 

62.5 

2.  Forecasts  of  community  growth? 

All  Banks  "A"  "B"  "C" 


Per  Per  Per  Per  Per  Per 

No.  cent  No.  cent  No.  cent  No.  cent  No.  cent  No.  cent 

6 4.0  3 5.5  3 6.2  0 0.0  0 


Never? 


0.0 


0 0.0 
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All 

1 Banks 

"A" 

"B" 

"C" 

"D" 

ll£ll 

No. 

Pe  r 
cent 

Per  Per 

: No.  cent  No.  cent 

Per 

No.  cent 

Per 
No.  cent 

Per 
No.  cent 

Sometimes?  57 

37.7 

- 24 

43.6  13 

26.5 

15  64.5 

2 

25.0 

3 

37.5 

A 1 ways 

1 88 

58.3 

28 

50.9  33 

67.3 

16  35.5 

6 

75.0 

5 

62.5 

3. 

Deposit  growth 

goals? 

All 

Banks 

"A"  ' 

•B" 

"C" 

"D" 

1 l£l  1 

No. 

Per 

cent 

No 

Per 

. cent  No, 

Per 

, cent 

Per 

No.  cent 

No, 

Per 

, cent 

No, 

Per 

, cent 

Neve  r ? 

6 

4.0 

2 

3.6  3 

6.1 

0 0.0 

0 

0.0 

1 

12.5 

Somet imes  ? 45 

29.8 

14 

25.5  10 

20.4 

13  41.9 

5 

62.5 

3 

37.5 

A 1 ways  ? 

100 

66.2 

39 

70.9  36 

73.5 

18  58.1 

3 

37.5 

4 

50.0 

4. 

Specif 

i c do  1 lar 

golas  for 

1 oan 

vol ume? 

All 

Banks 

1 

'A"  "b" 

"C" 

"D" 

llEl. 

No. 

Per 

cent 

No. 

Pe  r 

cent  No. 

Per 

cent 

Per 
No.  cent 

No. 

Per 

cent 

No. 

Per 

cent 

Never? 

17 

11.3 

5 

9.1  5 

10.2 

2 6.5 

2 

25.0 

3 

37.5 

Sometimes?  57 

37.8 

20 

36.4  18 

36.7 

17  54.8 

1 

12.5 

1 

12.5 

Always  ? 

77 

50.9 

30 

54.5  26 

53.1 

12  38.7 

5 

62.5 

4 

50.0 

5. 

Forecasts  of 

expected  income? 

All 

Banks 

"A"  "bm 

"C" 

"D" 

1 l£  1 1 

No. 

Per 

cent 

No. 

Per 

cent  No. 

Per 
cent  1 

Per 

No.  cent  No. 

Per 

cent  No. 

Per 

cent 

Never? 

6 

4.0 

1 

1.8  3 

6.1 

1 3.3 

1 

12.5 

0 

0.0 

Sometimes?  27 

17.9 

15 

27.3  5 

10.2 

5 16.1 

0 

0.0 

2 

25.0 

Always  ? 

118 

78.1  39 

70.9  41 

83.7  25  80.6 

7 

87.5 

6 

75.0 
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6.  Budgets? 


All 

Banks 

1 

"A" 

"B" 

n 

C" 

"D" 

npn 

Ho. 

Per 

cent 

Per 
No.  cent 

No. 

Fer 

cent 

No. 

Per 

cent 

No. 

Per 

cent 

No. 

Per 

cent 

Never  ? 

26 

17.2 

10 

18.1 

6 

12.3 

8 

25.8 

2 

25.0 

0 

0.0 

Sometimes?  37 

24.5 

14 

25.5 

1 1 

22.4 

9 

29.0 

2 

25.0 

1 

12.5 

Always  ? 

88 

58.3 

31 

56.4 

32 

65.3 

14 

45.2 

4 

50.0 

7 

87.5 

7. 

Investment  planning? 

All 

Banks 

1 

"A" 

"B" 

1 1 

C" 

"D" 

urn 

No. 

Per 

cent 

No 

Per 

. cent 

No. 

Per 

cent 

No. 

Per 

cent 

No. 

Per 

cent 

Mo. 

Per 

cent 

Never? 

8 

5.3 

3 

5.5 

3 

6.2 

1 

3.3 

1 

12.5 

0 

0.0 

Sometimes?  42 

27.8 

17 

30.9 

1 1 

22.4 

13 

41.9 

0 

0.0 

1 

12.5 

Always  ? 

101 

66.9 

35 

63 . 6 

35 

71.4 

17 

54.8 

7 

87.5 

7 

87.5 

8. 

Facilities  planning? 

A1 1 

Banks 

) 

•A" 

"B" 

"C  " 

"D" 

Jl£l! 

No. 

Per 

cent 

No, 

Per 
. cent 

No. 

Per 

cent 

No. 

Per 

cent 

No. 

Per 

cent 

No. 

Per 

cent 

Never? 

8 

5.3 

5 

9.0 

1 

2.1 

2 

6.5 

0 

0.0 

0 

0.0 

Sometimes?  51 

33.8 

25 

45.5 

13 

26.5 

8 

25.8 

2 

25.0 

3 

37.5 

Always? 

92 

60.9 

25 

45.5 

35 

7K4 

21 

67.7 

6 

75.0 

5 

62.5 

9. 

New  bank  service  development? 

All 

Banks 

i 

'A" 

"B" 

"C" 

"D" 

H£ll 

No. 

Per 

cent 

No. 

Per 
, cent 

No. 

Per 

cent 

No. 

Per 

cent 

No. 

Per 

cent 

No. 

Per 

cent 

Never? 

10 

6.6 

8 

14.5 

1 

2.1 

1 

3.1 

0 

0.0 

0 

0.0 

Sometimes?  78 

51.7 

25 

45.5 

28 

57.1 

19 

61.4 

3 

37.5 

3 

37.5 

Always  ? 

63 

41.7 

22 

40.0 

20 

40.8 

11 

35.5 

5 

62.5 

5 

62.5 
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10. 

Market 

research  ? 

All 

Banks 

"A"  "B" 

"C" 

"D" 

ll£l! 

No. 

Per  Per  Per 

cent  No.  cent  No.  cent 

No 

Per 
. cent 

No, 

Per 

. cent 

No. 

Per 

cent 

Never  ? 

43 

28.5  23 

41.9  11  22.5 

7 

22.5 

2 

25.0 

0 

0.0 

Sometimes?  86 

56.9  24 

^3.6  33  67.3 

19 

61.4 

5 

62.5 

5 

62.5 

Always  ? 

22 

14.6  8 

14.5  5 10.2 

5 

16.1 

1 

12.5 

3 

37.5 

11. 

Manpowe 

r planning? 

A1  1 

Banks  1 

'A"  "B" 

"C" 

"D" 

i I[TI  1 

No. 

Per 

cent  No. 

Pe  r Pe  r 

, cent  No.  cent 

No. 

Per 

cent 

No. 

Per 

cent 

No. 

Per 

cent 

Never? 

22 

14.6  8 

14.6  7 14.3 

5 

16.1 

2 

25.0 

0 

0.0 

S ome  t i mes ? 

63 

41.7  24 

43.6  19  38.8 

16 

51  .6 

2 

25.0 

2 

25.0 

Always  ? 

66 

^3.7  23 

41 .8  23  46.9 

10 

32.3 

4 

50.0 

6 

75.0 

12. 

Management  development? 

All 

Banks  " 

A"  "B" 

"C" 

"D" 

1 !£l  I 

No. 

Per 

cent  No. 

Per  Per 

cent  No.  cent 

No. 

Per- 

cent 

No. 

Per 

cent 

Mo. 

Per 

cent 

Never  ? 

11 

7.3  4 

7.3  5 10.2 

2 

6.4 

0 

0.0 

0 

0.0 

Somet imes  ? 

58 

38.4  24 

43.6  13  26.5 

15 

48.4 

3 

37.5 

3 

37.5 

Always  ? 

82 

54.3  27 

^9.1  31  63.3 

14 

45.2 

5 

62.5 

5 

62.5 

13. 

Plann i ng 

for  electronic 

data  processing? 

Al  1 

Banks  "A"  "B" 

"C" 

"D" 

"E 

1 1 

No. 

Per 

cent  No. 

Pe  r Pe  r 

cent  No.  cent  1 

to. 

Per 
cent  ! 

to. 

Per 
cent  1 

to. 

Per 

cent 

Never? 

17 

11.3  15 

27.3  1 2.1 

1 

3.3 

0 

0.0 

0 

0.0 

Sometimes?  48  31.8  21  38.2  15  30.6  10  32.2  1 12.5  1 12.5 

Always?  86  56.9  19  34.5  33  67.3  20  64.5  7 87.5  7 87.5 
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Comparative  percentage  use  of  planning  aids  by  all  banks  and 
by  each  classification  of  banks  is  shown  graphically  in  Figures  1" 
19  below,  pages  72  through  109. 


D.  Mi  seel laneous 


1.  The  bank's  chief  executive  officer  (or  corporate  planner) 
is  familiar  with  the  formal  corporate  planning  process? 


All 

Banks 

"A" 

1 I 

B" 

"C" 

"D" 

1 

'E" 

No. 

Per 

cent 

No. 

Per 

cent 

No. 

Per 

cent 

No. 

Per- 

cent 

Per 

No.  cent 

No, 

Per 
. cent 

"Yes" 

106 

70.2 

31 

56.4 

41 

83.7 

20 

64.5 

8 100.0 

6 

75.0 

2. 

Knowledge  about  the  corporate  planning  process  was 

gained 

through : 

All 

Banks 

"A" 

"B" 

"C" 

"D" 

1 

•E" 

No. 

Per 

cent 

No. 

Per 

cent 

No. 

Per 

cent 

No. 

Per 

cent 

Per 

No.  cent 

No 

Per 
. cent 

formal 

study? 

33 

21.8 

7 

12.7 

14 

28.6 

7 

22.6 

2 25.0 

3 

37.5 

i nf ormal 
study? 

72 

47.7 

19 

34.5 

25 

51  .0 

16 

51.6 

7 87.5 

5 

62.5 

meetings  or 
seminars?  51 

33.8 

19 

34.5 

20 

40.8 

15 

48.4 

4 50.0 

3 

37.5 

3. 

Formal 

corporate 

planning 

1 has  ! 

been 

discussed  but 

not  used? 

All 

Banks 

"A" 

1 

■B" 

"C" 

"D” 

IICII 

No. 

Per 

cent 

No. 

Per 

cent 

No. 

Per 

cent 

No. 

Per 

cent 

Per 

No.  cent 

No 

Per 

. cent 

"Yes" 

27 

17.9 

8 

14.5 

13 

26.5 

4 

12.9 

1 12.5 

1 

12.5 

The  Questionnaire  invited  an  explanation  of  the  "Yes"  responses. 


Figure  1. --Figure  i shows  the  comparative  use  of  national 
and/or  local  economic  forecasts.  Planning  Aid 
No.  1,  by  Florida  banks.  The  percentage  of  use 
by  all  banks  is  contrasted  with  usage  by  the 
various  classes  of  banks. 

Economic  forecasts  can  serve  as  important  planning 
premises,  particularly  for  banks  which  depend  upon 
a growing  economy  for  deposit  growth  and  loan  demand. 
The  importance  of  economic  data  for  banks  of  over 
$100  million  (class  "E")  seems  to  be  indicated  by 
the  fact  that  five  out  of  the  eight  banks  in  the 
sample  always  use  this  planning  aid.  On  the  other 
hand,  the  banks  with  less  than  $10  million  in  total 
deposits  (class  "A")  make  markedly  less  use  of  it. 
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Planning  Aid  No.  1 Economic  Forecasts,  National  and/or  Local 


never 


somet i me  5 


ESS  always 


N-151 


N=55  N-49  N=31 


N=8 


N=8 


Figure  1. — Use  cf  Economic  Forecasts,  National  and/or  Local 


Figure  2. — The  relative  use  of  forecasts  of  community  growth. 
Planning  Aid  No.  2,  is  indicated  in  Figure  2. 
Significance  of  this  aid  is  highlighted  by  the 
comment  of  a class  "B"  bank  in  Marketing  Area  B. 

This  respondent  speaks  of  the  benefits  to  be  had 
from  county  surveys  and  the  Florida  Kiplinger  Letter. 
The  graph  indicates  a greater  use  of  these  local  data 
by  banks  of  every  size  except  the  largest.  Even  this 
class  maintained  the  five  out  of  eight  ratio. 
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Planning  Aid  No.  2 Forecasts  of  Community  Growth 


never 
somet i mes 


N=151  N=55  N=49  N=31  N=8  N“8 


37.7%  ^3.6  26.5  48.4  25.0  37.5 

58.3%  50.9  67.3  51.6  75.0  62.5 


Figure  2. “-Use  of  Forecasts  of  Community  Growth 


\\\  always 


Figure  3. ""Use  of  Planning  Aid  No.  3,  Deposit  Growth  Goals,  is 
the  subject  of  Figure  3.  Class  "A"  and  class  "B" 
banks  make  extensive  use  of  this  aid,  whereas  the 
larger  banks  do  not.  This  is  somewhat  surprising 
in  view  of  the  fact  that  part  of  the  formal 
corporate  plan  of  Florida's  largest  bank  was  the 
setting  of  specific  goals  for  deposit  growth  and 
loans . 
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Planning  Aid  No.  3 Deposit  Growth  Goals 


| jnever 

[||1  [somet imes 
FX\^1  always 


N=1 5 1 


N=55 


N“49 


N-31 


N=8 


N=8 


4.0% 

29.8% 

66.2% 


3.6 

25.5 

70.9 


6.1 

20.4 

73.5 


41.9 

58.1 


62.5 

37.5 


37.5 

50.0 


Figure  3. --Use  of  Deposit  Growth  Goals 


Figure  4. --Figure  4 indicates  the  extent  to  which  Planning 
Aid  No.  h,  Specific  Dollar  Goals  for  Loan  Volume, 
is  used.  Pvoughly  50  per  cent  of  all  the  banks  in 
the  study  use  this  aid  either  occasionally  or  not 
at  all.  The  larger  banks  in  the  sample  appear  to 
rely  less  on  this  aid  than  do  the  smaller  ones. 
Specific  dollar  goals  for  loan  volume  would  normally 
reflect  bank  lending  policy.  Such  policy  is  usually 
established  by  the  larger  banks;  hence  the  failure 
to  set  goals  may  be  viewed  as  an  anomaly. 
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Planning  Aid  No.  4 Specific  Dollar  Goals  for  Loan  Volume 
N-151  N=55  N=49  n=3 1 


N=8 


N=8 


[ [ never 

□ I I [sometimes  37.8%  36.4  36.7  54.8  12.5  12.5 

always  50. 9%  54.5  53.1  38.7  62.5  50. 0 

Figure  4.  Use  of  Specific  Dollar  Goals  for  Loan  Volume 


Figure  5 . ““PI ann i ng  Aid  No.  5,  Forecasts  of  Expected  I ncome, 

is  widely  used  by  all  classes  of  banks,  as  indicated 
by  Figure  5.  There  were  only  ten  banks  out  of  the 
total  of  151  which  never  used  this  specific  aid. 

The  percentage  of  "always"  responses  for  class  "E" 
banks  is  of  interest  as  it  indicates  that  two  out 
of  these  eight  banks  found  that  forecasts  of  expected 
income  were  not  indispensable  to  the  planning  process. 
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Planning  Aid  No,  5 Forecasts  of  Expected  Income 


i | never 

rrrn  somet imes 

\\\  always 


N=151  N«55  N»49  N-31  N-8  n=8 


1 7.9%  27.3  10.2  16.1  12.5  25.0 

78.1%  70.9  83.7  8o.6  87.5  75.0 


Figure  5. — Use  of  Forecasts  of  Expected  Income 


Figure  6. --The  influence  of  bank  size  is  apparent  in  Figure  6. 

Planning  Aid  No.  6,  Budgets,  was  used  by  a markedly 
greater  percentage  of  banks  whose  total  deposits 
were  over  $100  million  than  by  other  classes  of 
banks.  This  may  reflect  either  the  influence  of 
directors  who  use  budgets  in  their  own  substantial 
businesses  or  the  more  sophisticated  accounting  ap- 
proach which  would  be  used  in  larger  urban  centers. 
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Planning  Aid  No.  6 Budgets 

N=1 51  N=55  N-49  N=3 1 N=8  N=8 


A1 1 Banks 

"A" 

"B" 

"C" 

"D" 

1 l£l  1 

never 

17.2% 

18.1 

12.3 

25.8 

25.0 

0.0 

] somet i mes 

24.5% 

25.5 

22.4 

29.0 

25.0 

12.5 

K\\l  always 

38.3% 

56.4 

65.3 

45.2 

50.0 

87.5 

Figure  6. --Use  of  Budgets 


Figure  7. ~“l nvestment  income  is  an  important  source  of  revenue 
for  ail  banks.  A well -managed  investment  portfolio 
will  be  more  likely  to  produce  a higher  yield  than 
chance  investment.  Figure  1,  which  shows  the  comparative 
use  of  Planning  Aid  No.  7 , Investment  Planning,  indicates 
that  the  classes  of  banks  with  total  deposits  of  over 
$50  million  plan  their  investments  more  carefully  than 
the  smaller  banks. 
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Planning  Aid  No.  7 Investment  Planning 


N-151  N=55  N=49  N=31  N=8  n°8 


r I never  5.3%  5.5  6.2  3.3  12.5  0.0 

ITTTI  sometimes  27.8 % 30.9  22.4  41.9  0.0  12.5 

j\Wl  always  66.9%  63.6  71.4  54.8  87.5  87.5 


Figure  7 . “"Use  of  Investment  Planning 


Figure  8. --Figure  8 displays  the  extent  to  which  the  various 
classes  of  banks  made  use  of  Planning  Aid  No.  8, 
Facilities  Planning.  New  faci 1 it  ies  usually  re- 
present a major  commitment  of  the  bank's  capital 
resources.  Expansion  must,  therefore,  be  carefully 
planned.  The  writer  visited  one  class  "C"  bank  in 
a growing  community  which  had  built  completely  new 
^banking  quarters  just  four  years  before.  The  bank 
was  again  faced  with  the  need  for  larger  facilities 
and  was  unable  to  modify  the  existing  structure  be- 
cause change  had  not  been  planned  for.  Class  "A" 
banks  in  static  communities  would  not  often  encounter 
the  problem;  hence  the  comparatively  low  percentage  of 
"always"  responses  for  this  class  of  banks. 
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Planning  Aid  No.  8 Facilities  Planning 

N=151  N=55  N=49  N=3i  n=8  n=8 


never 

5.3% 

9.0 

2.1 

6.5 

0.0 

0.0 

somet i mes 

33.8% 

45.5 

26.5 

25.8 

25.0 

37.5 

\N\'\  always 

60.9% 
Figure  8. 

45.5 

--Use  of 

71.4 

Fac i 1 i t i es 

67.7 

PI ann i ng 

75.0 

62.5 

Figure  3. --Banks  compete  with  other  financial  institutions 

for  deposit  dollars,  particularly  savings  and  time 
deposits.  The  development  of  new  services  which 
meet  customer  needs  and  are  also  profitable  to  the 
bank  has  become  a competitive  necessity.  Figure  9 
presents  graphically  the  relative  usage  of  Planning 
Aid  No.  9,  New  Bank  Service  Development.  Perhaps 
because  banks  in  larger  communities  face  more  intense 
competition,  the  class  "D"  and  class  "E"  banks  indicate 
a much  greater  usage. 
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Planning  Aid  No.  9 New  Bank  Service  Development 

N-151  N=55  N=49  N=3 1 N=8 


never 
somet imes 
always 


51.7% 
41 .7% 


45.5 

40.0 


57.1 

40.8 


61.4 

35.5 


37.5 

62.5 


N“8 


37.5 

62.5 


Figure  9. ““Use  of  New  Bank  Service  Development 


Figure  10. — Figure  10  shows  Planning  Aid  No.  10,  Market  Re- 
search. Banking  is  a service  business.  A full 
service  bank  is  often  referred  to  as  a department 
store  of  credit.  The  identifying  of  marketing 
areas,  determining  what  products  (services)  are 
to  be  offered,  and  the  pricing  of  those  services 
are  essential  marketing  functions.  They  are  best 
developed  through  market  research.  The  graph 
indicates  that  only  the  class  "E"  banks  utilize 
market  research  to  any  appreciable  extent.  While 
this  may  be  due  to  the  cost  of  market  research, 
it  may  also  be  attributable  tothe  fact  that  the 
marketing  concept  is  relatively  new  to  the  bank- 
ing industry. 
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Planning  Aid  No.  10.  Market  Research 


N = 151 


N=55 


N=49 


A1 1 Banks 

"A" 

"B" 

"C" 

"D" 

| never 

28.5% 

41.9 

22.5 

22.5 

25.0 

f | | | | sometimes 

56.9% 

43.6 

67.3 

61 .4 

62.5 

k\\l  always 

14.6% 

14.5 

10.2 

16.1 

12.5 

N=8 


I IjTI 1 

0.0 

62.5 

37.5 


Figure  10. --Use  of  Market  Research 


Figure  11. — The  relative  usage  of  Planning  Aid  No.  11,  Man- 
power Planning,  is  presented  in  Figure  11.  The 
continuous  and  proper  staffing  of  the  organization 
becomes  a more  complex  process  as  the  size  of  the 
firm  increases.  The  emphasis  placed  on  manpower 
planning  by  the  class  "E"  banks  is  appropriate. 
Actually,  banks  of  all  sizes  would  benefit  from 
planning  future  personnel  needs.  Obviously,  for 
a small  bank  with  less  than  ten  employees  includ- 
ing officers  this  would  not  need  to  be  a very 
elaborate  process.  Class  "A"  banks  and  class  "C" 
banks  did  not  seem  to  consider  the  aid  important. 
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Planning  Aid  No.  11  Manpower  Planning 

N=1 51  N-~55  N=49  N=31 


neve  r 


| | | | | sometimes  41.7% 

KWI  a1waYs  43.7% 


43.6 
41 .8 


14.3 

38.8 

46.9 


16.1 

51.6 

32.3 


N=8 


"D" 

25.0 

25.0 

50.0 


Figure  11. --Use  of  Manpower  Planning 


Figure  1 2. --P1 anni ng  Aid  No.  12,  Management  Development,  is 
depicted  in  Figure  12.  The  problem  of  manage- 
ment succession  is  one  which  has  plagued  bank 
executives  during  the  1950's  and  early  1 960 1 s . 

In  many  cases  the  shortage  of  properly  trained 
management  led  to  a merger  or  acquisition, 
particularly  in  the  case  of  small,  closely  held 
banks.  Figure  12  seems  to  reflect  the  wide 
publicity  given  to  the  problem.  Class  "C"  banks, 
in  the  use  of  this  planning  aid,  again  laq  behind 
class  "A." 
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Planning  Aid  No.  12  Management  Development 


never 
somet i mes 


\W  always 


38.4%  43.6 

54.3%  49. 1 


26.5 

63.3 


48.4 

45.2 


37.5 

62.5 
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"E" 
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37.5 

62.5 


Figure  12. --Use  of  Management  Development 


Figure  13. — Planning  for  Electronic  Data  Processing.  Planning 
Aid  No.  13  is  the  subject  of  Figure  13.  The  most 
noticeable  difference  in  usage  is  between  the  class 
"A"  banks  and  the  other  classes.  Larger  banks,  in 
which  economies  of  scale  are  possible  through  the 
use  of  EDP,  were  early  confronted  with  the  need  for 
planning.  Actually,  planning  for  EDP  would  include 
a decision  not  to  use  automated  equipment  after  all 
the  alternatives  have  been  examined.  Banks  in 
class  "A"  have,  perhaps,  considered  themselves  too 
small  to  seriously  consider  EDP. 


97 


Planning  Aid  No.  13  Planning  for  Electronic  Data  Processing 


never 


somet i mes 


\'\x\  always 


H.3%  27.3  2.1  3.3  0.0  0.0 
31.8%  38.2  30.6  32.2  12.5  12.5 
56.9%  34.5  67.3  64.5  87.5  87.5 


Figure  13.  Use  of  Planning  for  Electronic  Data  Processing 
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"’51  Figure  1 4. --Percentage  Use  of  Planning  Aids  by  All  Banks 


CO 


O 

C 

• 

4-J 

4- 

fD 

LA 

"O 

o 

_o 

1—  — 
fD  < 

d) 

, 

<D 

• — 

cn 

• — 

— cn 

fD 

D 

E c 

4~> 

cn 

• — « — 

c 

i_ 

•— 

in  c 

<D 

o 

Ll. 

c 

O 

4- 

fD 

L. 

C 

w—  w— 

<d 

0 

•— 

— Q_ 

CL 

cn 

(D 

(D 

c 

L-  4- 

<D 

u 

<d 

<D  O 

JZ 

0) 

> 

C 

4-J 

> 

• — 

<d  c 

fD 

CD 

cn  o 

•— 

CD 

CD 

in 

in  +-> 

V— 

jz 

— 

— Q- 

<D 

4-* 

v zn 


in  in 

u 

C 

-X  "O 

X 

fD 

c — 

<D 

• 

_C 

fD  fD 

cn 

4-J 

_Q 

<D 

c 

cn  -C 

• — 

L— 

z c 

4-J 

in 

CD 

< — 

in 

4-J 

z c 

JZ 

<D 

fD 

c 

4-J 

U 

<D 

in  fD 

•— 

o 

L_ 

in  ■— 

l 

cn 

fD  Cl 

CL 

in 

in 

U <D 

.V 

fD 

<D 

JZ 

c 

4-  J 

E 

>-  4-J 

fD 

fD 

• — 

JZ 

-Q 

O 

4-J 

4— 

in  O 

*— 

U 

LA 

"D 

»— • 

•— 

• 

<u 

fD 

c 

CSJ 

id  cn 

o 

fD 

i_ 

L. 

4-J 

cn  in 

O 

4 J 

in 

c D 

4- 

o 

O 

CD 

E 

c u -cr 

• — 

. — 

C 0) 

r— 

LJ 

fD 

fD  4-J 

r~  1_ 

a) 

L. 

in 

Q-  O 

o 

•— 

CL 

3 

4- 

4-  (D 

cn 

in 

O L. 

•— 

cn 

CD 

Ll 

c 

ID  4- 

• — 

C 

in  O 

C 

c 

o 

3 

•— 

c 

CL 

C 

fD 

in 

0)  L- 

c 

CD 

cn  id 

Q_ 

i_ 

fD  4-J 

O 

4-J  4-J 

Jd 

•N 

z 

C fD 

in 

PA 

L_ 

<D  CL 

r 

a; 

U 

4-J 

> 

L_  <D 

fD 

• 

(D 

0)  -C 

JZ 

o 

JZ 

Q-  K 

1 

1 

4-J 

2T 

- 

LA 

’ — 

0) 

L. 

3 

cn 

Li_ 

101 


N=55  Figure  15. ““Percentage  Use  of  Planning  Aids  by  Class  "A"  Banks 
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N=49  Figure  1 6. --Percentage  Use  of  Planning  Aids  by  Class  "B"  Banks 
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N=31  Figure  1 7 . --Pe rcentage  Use  of  Planning  Aids  by  Class  "C"  Banks 
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Figure  18. --Percentage  Use  of  Planning  Aids  by  Class  "D"  Banks 
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Figure  19. "“Percentage  Use  of  Planning  Aids  by  Class  "E"  Banks 
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These  17  comments,  classified  according  to  bank  size,  were 
as  foil ows : 

Class  MAn  Bank  Explanations 
"Not  serious  enough  yet." 

"Some  of  it  was  used." 

"Not  large  enough  to  keep  detailed  down.  Know  what  goals  could  be 
over  a period  of  years,  but  not  definitely  planned  out  for  explana- 
tion of  a #7  employees." 

"Planning  is  still  under  development." 

"Because  of  closed  corporate  structure  with  very  close  relationship 
between  stock  control  and  operational  aspects." 

Class  "B"  Bank  Explanations 

"Lack  of  planning  staff  would  necessitate  the  task  be  performed  by 
chief  executive  officer  who  has  been  unable  to  allocate  time  for 
the  program." 

"Unable  at  this  time." 

"1  ndec i s i on. " 

"Small  bank,  privately  owned." 

"Held  up  by  the  directors." 

"Time." 

"Will  gradually  work  into  as  time  goes  on." 

"Cost  of  detai  Is ." 

"Pending  changes  in  organizational  structure." 


"Operations  small  at  this  time. 


Class  "C"  Bank  Explanations 


None 

Class  "D"  Bank  Explanations 

"Because  of  changing  conditions  make  it  not  practical." 

Class  "E"  Bank  Explanations 
"Working  up  to  it." 

It  is  noteworthy  that  class  "A"  and  class  "B"  responses 
mention  the  factors  of  size  and  available  time  as  reasons  for 
not  adopting  formal  corporate  planning. 

Formal  corporate  planning  has  been  mentioned  by  the  directors 
of  the  bank  as  an  important  new  management  process? 


A1 1 Banks  "A"  "B"  "C"  "D"  "E" 


No. 

Per 

cent 

No. 

Per 

cent 

No. 

Pe  r 
cent 

No. 

Per 

cent 

No. 

Per 

cent 

No. 

Per 

cent 

"Yes"  30 

19.9 

11 

20.0 

12 

24.5 

3 

9.7 

2 

25.0 

2 

25.0 

5.  Formal  corporate  planning  has  been  used  but  discontinued? 

(There  were  no  affirmative  responses  to  the  question.) 

E . Comments 

The  chief  executives  of  18  banks  commented.  Of  these,  seven 
were  class  "A"  banks,  seven  were  class  "B,"  three  were  class  "C," 
and  one  class  "E."  The  comments,  classified  according  to  bank  size 
and  marketing  area,  are  quoted  below: 


Comments  from  Banks  Included  in  the  Research  Study 


Class  "A11  Bank,  Marketing  Area  A: 

"Formal  corporate  planning  is  an  area  in  which,  I imagine, 
most  of  us  smaller  bank  executive  officers  are  sadly  lack- 
ing. I appreciate  this  being  brought  to  my  attention  and 
will  take  steps  to  remedy  the  situation." 

Class  "A"  Bank,  Marketing  Area  A: 

"Section  "D"  questions  are  somewhat  akin  to  "have  you  stopped 
beating  your  wife?"  but,  in  toto  the  questionnaire  is  very 
good  and  should  reveal  the  probable  lack  of  future  planning. 

I am  . . . pleased  to  see  such  a study  being  done.  . . 

Class  "A"  Bank,  Marketing  Area  B: 

"the  answers  supplied  may  seem  contradictory^  however  due  to 
size  and  age  of  our  bank  we  are  just  commencing  to  establish 
goals,  etc.  But  we  have  had  a strict  budget,  for  instance, 
for  several  years." 

Class  "A"  Bank,  Market i rig  Area  B: 

"We  are  a small  state  individually  owned  bank  and  find  most 
of  these  questions  not  applicable." 

Class  "A"  Bank,  Marketing  Area  C: 

"1 h i s is  a small  bank  in  a farming  community  with  little 
growth.  The  new  . . . University  will  be  located  only  four 
miles  from  us  and  we  expect  much  growth  in  the  next  few 
years.  We  make  whatever  plans  necessary  as  things  come  up 
but  I am  now  trying  to  persuade  the  Board  we  should  look 
ahead  and  plan  for  this  anticipated  growth  and  a new  bank 
building." 

Class  "A"  Bank,  Marketing  Area  D: 

"Not  difficult  to  see  the  benefits  that  could  be  derived 
from  corporate  planning  (formal);  in  a bank  our  size  (under 
or  around  $5M) . We  simply  do  not  have  the  personnel  to 
carry  out  such  planning,  much  less  to  formally  plan.  We  do 
what  we  can  on  a strictly  Informal  basis  but  we  are  so 
swamped  with  day-to-day  routine  of  running  an  extremely 
busy  institution,  that  often  our  objectives  are  not  achieved; 
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we  are  very  well  run  from  a technical  standpoint  (per 
examination  reports  and  observation)  and  feel  we  are 
making  progress  in  other  areas.  It  cannot  be  done  over- 
night. I think  yourstudy  is  a thought  provoking  one. 
Please  let  us  know  the  results." 

Class  "A"  Bank,  Marketing  Area  E-F: 

"Corporate  planning  is  more  important  to  banks  now  than 
ever  before.  Economic,  political,  and  social  spheres 
are  rapidly  changing  and  this  directly  affects  the  bank- 
ing structure  of  this  state  and  country." 

Class  "B"  Bank,  Marketing  Area  A; 

Where  might  I obtain  information  about  formal  corporate 
planning? 


Class  "B"  Bank,  Marketing  Area  B: 

"Since  each  geographical  area  of  Florida  seems  to  have 
specific  growth  and  management  problems,  most  national 
and  state  surveys  do  not  give  the  desired  information. 

We  have  found  county  planning  and  surveys  by  the  power 
companies  and  telephone  companies  to  be  far  more  beneficial 
then  any  other  that  we  have  seen.  We  have  also  found  that 
the  Florida  Kiplinger  Letter  indicating  areas  of  future 
growth  to  be  quite  accurate  and  have  based  our  planning 
on  these  several  projections." 

Class  "B"  Bank,  Marketing  Area  B: 

"This  is  an  area  where  our  bank--and  I believe  most  other 
banks--are  sorely  inadequate.  Much  improvement  is  needed." 

Class  "B"  Bank,  Marketing  Area  B: 


"It  is  an  interesting  q 
planning  is  essential; 
that  informal  corporate 


uest ionnaire.  Some  type  of  corporate 
however,  in  bank  of  our  size,  believe 
planning  is  sufficient." 


Class  "B"  Bank,  Marketing  Area  B: 


The  need  to  set  ambitious  goals  and  to  develop  the  means  of 
achievement  is  a recent  technique  to  our  bank.  The  Board  of 
Directors  has  assumed  direct  responsibility  for  this  function 
and  in  turn  is  working  with  management  in  planning  and 
executing  this  work.  An  experienced  staff  member  has  been 
added  to  serve  as  liaison  and  to  perform  necessary  research." 
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Class  "B"  Bank,  Marketing  Area  C: 

"As  stated  previously,  we  employed  . . . to  do  an  audit  for 
the  improving  of  our  performance.  The  scope  of  their  work 
covered  all  phases  of  our  operations  down  to  the  evaluation 
of  clerks.  Their  findings  are  now  in  the  implementing  stage 
and  should  be  completed  in  approximately  one  and  one-half  to 
two  years." 

Class  "B"  Bank,  Marketing  Area  D: 

"Banking  is  rapidly  moving  away  from  the  old  conservative 
philosophy  and  moving  into  an  aggressive  all  service 
merchandising  institution.  With  new  merchandising  methods 
being  called  into  play  to  actively  seek  new  customer  sup- 
port, banks,  of  necessity,  are  forced  into  the  area  of  corporate 
planning.  In  addition,  interpretations  of  banking  regulations 
over  the  past  two  or  three  years  have  become  much  more  liberal- 
ized and  this  in  itself  has  created  a new  concept  in  the  bank- 
ing philosophy.  Therefore,  to  constantly  remain  competitive 
bankers  must  and  apparently  do  recognize  the  various  changes 
and  are  taking  these  very  much  in  stride." 

Class  "C"  Bank,  Marketing  Area  B: 

"This  has  been  an  extremely  difficult  questionnaire  to  answer. 
While  we  constantly  do  a certain  amount  of  informal  planning, 
particularly  on  a one-year  basis,  we  do  not  have  any  stated 
long  term  goals.  The  directors  representing  owners  of  this 
bank  and  I have  been  exposed  to  a sophisticated  formal  plan- 
ning program  presented  by  a well-known  national  CPA  firm. 

The  representatives  of  that  firm,  as  well  as  our  directors, 
and  I agreed  that  the  application  of  their  program  was  pretty 
much  limited  to  banks  of  $100,000,000  and  up.  Certain  aspects 
of  it  could  have  well  been  used  by  us.  That  presentation, 
together  with  this  questionnaire,  will  cause  us  to  think  about 
the  subject  further. 

"I  particularly  call  your  attention  to  the.  fact  that  it  is 
extremely  difficult  to  accurately  and  intelligently  answer 
the  activity  portion  of  this  questionnaire.  However,  we  have 
done  the  best  we  can." 

Class  "C"  Bank,  Marketing  Area  B: 

"This  questionnaire  in  its  comprehensive  scope  shows  in  this 
bank's  case  the  hiatus  in  corporate  planning  present.  It  is 
apparent  that  astute  planning  five  years  ago  allow  today  a 
more  concerned  effort  toward  efficient  operations." 
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Class  "C"  Bank,  Marketing  Area  B: 

"After  completing  the  questionnaire,  I get  the  distinct 
impression  that  we  need  to  do  more  corporate  planning." 

Class  "E"  Bank,  Marketing  Area  A: 

"In  our  case,  as  the  answers  indicate,  our  short-range 
planning  is  formal  and  sophisticated;  long-range  (five 
to  ten  years)  is  informal  and  not  clearly  defined." 

II.  "Executive  Activity  Sheet" 

Estimating  the  amount  of  time  allocated  to  various  banking, 
community,  and  sel f -devel opment  activities  proved  to  be  more  dif- 
ficult for  bank  chief  executives  than  had  been  anticipated.  The 
cover  letter  of  the  follow-up  mailing  took  note  of  this  problem. 

As  a result,  there  was  a substantial  number  of  additional  responses. 
A copy  of  the  "Executive  Activity  Sheet"  is  shown  as  Appendix  B. 


Summary  of  Responses  to  "Executive  Activity  Sheet" 

Activity  (during  typical  Per  cent  of  Time* 

quarter -year)  All 


Banks 

"A" 

"B" 

"C" 

"D" 

1 l£l  1 

Loans  and  loan  interviews 

32.26 

40.47 

30.82 

26.29 

23.25 

16.75 

Internal  administration 

15.73 

17.18 

15.65 

15.32 

12.25 

11.38 

Customer  relations 

13.45 

12.13 

12.88 

17.19 

12.63 

12.38 

Business  development 

8.23 

7.04 

8.00 

9.65 

9.25 

8.75 

Community  development 

6.46 

6.04 

6.49 

6 . 6 1 

7.13 

7.88 

Civic  act i v i t ies 

5.6  7 

5.58 

5.69 

5.74 

5.63 

6.00 

Professional  development 

4.46 

4.51 

4.78 

3.93 

3.13 

5.50 

Formal  planning 

3.68 

2.40 

4.06 

3.26 

1.88 

13.62 

Informal  planning 

8.93 

6.36 

9.43 

9.81 

14.50 

14.63 

-'Respondents  were  asked  to  approximate  percentages  although  they 
might  not  exactly  total  100  per  cent. 
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Some  bank  executives  reported  time  being  spent  in  formal 
planning  but  gave  no  evidence  of  formal  planning  on  the  "Question- 
naire." There  were  14  class  "A"  banks  in  this  category.  One  class 
"A"  bank  indicated  on  the  "Questionnaire"  that  formal  corporate  plan- 
ning was  being  done  but  the  chief  executive  failed  to  show  any  time 
being  devoted  to  formal  planning.  There  were  11  class  "B"  banks, 
eight  class  "C, " two  class  "D,"  and  three  class  "E"  banks  similarly 
reporting  allocation  of  planning  time  but  no  formal  corporate  plan- 
ning being  done.  Formal  corporate  planning  was  reported  by  two 
class  "B"  banks  but  the  "Executive  Activity  Sheet"  failed  to  con- 
firm this  through  allocation  of  time.  Corporate  Planning  Officers 
were  found  in  two  class  "E"  banks  and  were  reported  spending  40  per 
cent  of  their  time  in  formal  corporate  planning. 

Summary  of  Personal  Interviews 

The  original  plan  for  the  interviewing  of  the  chief  executive 
of  selected  banks  in  the  counties  of  the  State  for  which  the  most 
growth  in  total  numbers  of  people  was  forecast  by  the  1 965 
Kiplinger  Forecast  called  for  a total  of  81  visits.  Banks  to  be 
visited  were  selected  so  as  to  obtain  a sampling  in  the  various 
size  classifications,  and  the  five-year  operational  requirement 
was  relaxed  where  necessary  to  obtain  a cross-section.  Even  so, 
as  indicated  in  Table  7 below,  not  all  bank  sizes  were  obtainable 
in  every  marketing  area.  All  but  two  of  the  counties  shown  on  the 
map  cf  Florida  Marketing  Areas  with  Kiplinger  percentage  figures 
added,  shown  as  Appendix  E,  were  visited.  These  counties,  Lee  and 
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Hillsborough,  were  omitted  because  it  was  felt  that  an  adequate 
sampling  of  that  particular  marketing  area,  Marketing  Area  B, 
might  be  obtained  without  them.  A final  total  of  77  banks  was 
visited,  and  71  interviews  with  chief  executives  were  conducted. 
Visits  which  resulted  in  interviews,  segregated  by  marketing  area 
and  classified  according  to  bank  size  are  shown  in  Table  7 below. 


Table  7 

Bank  Interviews  by  Marketing  Area  and 
Bank  Classification 


"A" 

"B" 

"C" 

"D" 

1 l£1  1 

Total 

Marketing  Area  A 

4 

7 

5 

6 

1 

23 

Marketing  Area  B 

4 

3 

8 

2 

2 

19 

Market i ng  Area  C 

4 

6 

3 

1 

1 

15 

Market i ng  Area  D 

0 

2 

3 

0 

3 

8 

Marketing  Area  E-F 

3 

1 

2 

0 

0 

6 

Totals 

15 

19 

21 

9 

7 

71 

Interviews  were  conducted  on  the  basis  of  the  "Structured 
Interview"  Questions  shown  as  Appendix  C.  Results  of  the  inter- 
view  were  dictated  to  a tape  recorder  following  the  interview  and 
later  transcribed.  Responses  to  some  of  the  questions  were  so 
varied  that  they  could  not  be  subjected  to  meaningful  statistical 
compilation.  In  such  cases,  a statement  indicating  the  tenor  of 
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the  responses  has  been  made.  Answers  have  been  classified  ac- 
cording to  bank  size. 

Structured  I nterv iew  Quest  ions 

1.  What  f actor (s)  do  you  feel  are  responsible  for  the  growth  of 
your  bank  during  the  past  five  years? 

"A"  "B"  "C"  "D"  "E"  All 

Per  Per  Per  Per  Per  Per 


No. 

cent 

No. 

cent 

No. 

cent 

No. 

cent 

No. 

cent 

No. 

cent 

Population  growth 

9 

60.0 

6 

31.6 

12 

57.1 

4 

44.5 

6 

LTV 

00 

37 

52.2 

Location  of  bank 

2 

13.3 

3 

15.8 

2 

9.5 

0 

- 

0 

- 

7 

9.8 

Sales-minded  staff; 

1 

6.7 

5 

26.3 

5 

23.8 

2 

22.2 

1 

14.3 

14 

19.7 

good  bank  image 

Offering  of  needed 

1 

6.7 

3 

15.8 

1 

4.8 

2 

22.2 

0 

_ 

7 

9.8 

serv i ces 

Spec ia 1 s i t uat i on 

2 

13.3 

2 

10.5 

1 

4.8 

1 

11.1 

0 

- 

6 

8.5 

2.  How  much  further  growth  do  you  anticipate  in  approximate  percent- 
age between  now  and  1975? 

Bankers  were  generally  unwilling  to  forecast  further  growth. 

About  the  strongest  statement  was  that  growth  might  match 
population  increase  if  new  banks  were  not  chartered  in  the  area. 

3.  In  what  way(s)  is  your  bank  planning  for  this  growth? 
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1 

'A" 

•B" 

"C" 

"D" 

1 1 1 

All 

No. 

Per 

cent 

No 

Per 

. cent 

No 

Per 

. cent 

No. 

Per 

cent 

No 

Per 
. cent 

No. 

Per 

cent 

Extens ively 

0 

- 

6 

31.6 

4 

19.1 

4 

44.5 

4 

57J 

18 

25.4 

Somewhat 

9 

60.0 

8 

42.  1 

10 

47.6 

4 

44.5 

3 

42.9 

34 

47.9 

None  indicated 

6 

40.0 

5 

26.3 

7 

33.3 

1 

11. 0 

0 

- 

19 

26.7 

4.  What  additional 

pi anni ng 

would 

you 

do  i f 

it  were  possible? 

Responses  to  this  question  ranged  from  expressions  of  satisfaction 
with  current  levels  of  planning  to  statements  indicating  intent  to 
use  long-range  planning  as  soon  as  practicable. 


5.  How  far  ahead  do  you  feel  that  it  is  possible  to  plan  for  the 
operation  of  your  bank? 


"A" 

"B" 

"C" 

"D" 

1 

' E" 

Al  1 

Per 

No.  cent 

Per 

No.  cent 

No. 

Per 

, cent 

No 

Per 

. cent 

No. 

Per 

cent 

Per 

No.  cent 

one  year 

7 46.6 

7 36.8 

1 1 

50.4 

3 

33.4 

7 

100.0 

35 

49.3 

six  months 

1 6.7 

4 21.1 

4 

19.1 

2 

22.2 

0 

- 

1 1 

15.5 

three  months 

1 6.7 

1 5.3 

0 

- 

1 

11.1 

0 

- 

3 

4.2 

other 

1 6.7 

2 10.5 

0 

- 

2 

22.2 

0 

- 

5 

7.0 

not  at  al 1 

5 33.3 

5 26.3 

6 

28.5 

1 

11.1 

0 

- 

17 

24.0 

6.  What  about  long-range  planning  for  your 

bank? 

"A" 

"B" 

"C 

>1  1 

"D" 

"E 

1 1 

All 

Per 

No.  cent 

Per 

No.  cent 

No. 

Per 

cent 

No. 

Per 

cent 

No. 

Per 

cent 

No. 

Per 

cent 

Being  used 

0 

1 5.2 

1 

4.8 

2 

22.2 

2 

28.6 

6 

8.5 

Poss i b i 1 i ty 

4 26.7 

9 47.4 

7 

33.3 

5 

55.6 

5 

71.4 

30 

42.2 

Uni i ke 1 y 

11  73.3 

9 47.4 

13 

61.9 

2 

22.2 

0 

- 

35 

49.3 
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7.  Who  in  your  bank  do  you  feel  is  in  the  best  position  to  do  either 
short-range  or  long-range  planning? 

Responses  indicated  general  recognition  of  the  chief  executive's 
role  in  the  planning  process.  There  were  a few  executives  who 
felt  that  their  directors  were  in  the  best  position  to  plan.  Banks 
which  are  part  of  a "group"  look  to  the  "group"  for  most  of  their 
planni ng. 

8.  In  your  opinion,  whose  responsibility  is  it  to  plan? 


Responses  to  the  previous  question  overlapped  this  question. 


9.  What  kind  of  additional  information  would  be  helpful  to  your  bank 
in  making  its  plans?  For  instance,  would  a Planning  Guide  for 


Banks  be  of  assistance  if  it  were  prepared  for  banks  of  your  size? 


"A1 

1 

"B" 

"C 

1 

"D 

1 I 

"E 

ii 

All 

No. 

Per 

cent 

No 

Per 
. cent 

No. 

Per 

cent 

No. 

Per 

cent 

No. 

Per 

cent 

No. 

Per 

cent 

"Yes" 

12 

80.0 

14 

73.7 

12 

57.1 

7 

77.8 

5 

71.4 

50 

70.4 

"No" 

3 

20.0 

5 

26.3 

9 

42.9 

2 

22.2 

2 

28.6 

21 

29.6 

10.  What  do  you  consider  to  be  the  most  important  element  of  your  job 
as  chief  executive  officer  of  the  bank? 


"A" 


ng"  iiqii  n[)n 


"E"  All 


Per 

No.  cent  No. 
Planning  3 20.0  3 

Other  12  80.0  15 


Per- 

cent 

No. 

Per 

cent 

No. 

Per 

cent 

15.8 

2 

9.5 

2 

22.2 

84.2 

19 

90.5 

7 

77.8 

Per  Pe  r 

No.  cent  No.  cent 

3 42.9  13  18.3 

4 57.1  58  81.7 
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11.  Would  you  be  interested  in  learning  more  about  corporate  planning 
in  banks? 

Would  you  have  time  to  attend  a workshop  or  seminar? 


."A" 

"B1 

1 

1 ! 

C" 

1 1 

D" 

1 1 

E" 

A1 1 

Per 

No.  cent 

No. 

Per 

cent 

No. 

Per 

cent 

No. 

Per 

cent 

No. 

Per 

cent 

No. 

Per 

cent 

"Yes"  12  80.0 

12 

63.1 

14 

66. 7 

5 

55.6 

5 

71.4 

48 

67.6 

"No"  3 20.0 

7 

36.9 

7 

33.3 

4 

44.4 

2 

28.6 

23 

32.4 

12.  Are  there  any 

quest i ons 

you 

wou  1 d 

care 

to  discuss 

concer 

ning 

the 

research  project,  or  do  you  have  any  comments? 

There  were  no  questions  or  comments  other  than  expressions  of  ap- 
proval . 


Planning  Level  Indicator 

Inconsistencies  between  responses  to  the  "Planning  Dimension 
Questionnaire"  and  the  "Executive  Activity  Sheet"  have  been  noted  above. 
The  final  sample,  by  excluding  any  banks  whose  responses  were  either 
incomplete  or  inconsistent,  was  intended  to  minimize  the  possibility 
of  error. 

As  various  alternative  means  of  measuring  the  comparative  level 
of  corporate  planning  among  Florida  banks  were  considered,  it  became 
apparent  that  a comparison  of  the  use  of  the  "Essential  Aids  to  Plan- 
ning" seemed  to  offer  the  most  promising  possibilities.  Accordingly, 
responses  were  arbitrarily  weighted  to  reflect  the  extent  of  use  of  the 
planning  aid.  A weight  of  1 was  assigned  to  "always" 


responses,  .5  to 
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"sometimes"  responses,  and  0 to  "never"  responses.  The  highest  possible 
raw  score,  using  this  system  of  weights,  was  13. 

Responses  were  then  scored  and  total  raw  scores  tabulated  accord- 
ing to  bank  classification.  The  frequency  distribution  of  the  raw 
scores  was  then  calculated,  as  shown  in  Table  8 below. 

Table  8 

Distribution  of  Weighted  "Essential  Aids  to 
Planning"  Raw  Scores 


Raw 

Scores 

Frequency  by 
Bank  Classification 

nA"  nB"  "C"  "D"  "E" 

Total 

Frequency 

Relative  Cumulative 
Frequency 

13 

2 

2 

2 

1 

1 

8 

151 

100.00 

12.5 

2 

4 

1 

0 

1 

8 

143 

94.70 

12 

0 

2 

1 

1 

1 

5 

135 

89 . 40 

11.5 

4 

8 

1 

0 

0 

13 

130 

86.20 

1 1 

4 

1 

3 

1 

1 

10 

117 

77 . 50 

10.5 

4 

6 

4 

1 

1 

16 

107 

70.80 

10 

4 

2 

0 

0 

0 

6 

91 

60.20 

9.5 

4 

7 

2 

1 

0 

14 

85 

56.30 

9 

7 

5 

3 

1 

0 

16 

71 

47.00 

8.5 

3 

4 

2 

0 

1 

10 

55 

36.40 

8 

4 

1 

3 

0 

0 

8 

45 

29.80 

7.5 

1 

2 

0 

0 

2 

5 

37 

24.50 

7 

5 

2 

3 

1 

0 

1 1 

32 

21.20 

6.5 

2 

0 

2 

0 

0 

4 

21 

13.90 

6 

1 

1 

3 

1 

0 

6 

17 

11.25 

5.5 

3 

1 

1 

0 

0 

5 

1 1 

7.29 

5 

2 

0 

0 

0 

0 

2 

6 

3.98 

4.5 

2 

1 

0 

0 

0 

3 

4 

2.67 

4 

1 

0 

0 

0 

0 

1 

1 

.66 

55 

49 

31 

8 

8 

151 
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It  was  felt  that  it  would  be  desirable  to  express  the  relative 
level  of  planning  by  means  of  a simple,  single-digit  system.  Con- 
sequently, the  method  described  by  Flanagan  for  the  development  of 
a nine-point  scale  along  which  the  unit  is  equal  to  one-half  of  a 
standard  deviation,  and  in  which  the  score  5 represents  the  median, 
was  utilized.'  Frequency  data  were  plotted  on  arithmetic  probability 
paper  so  as  to  "normalize"  the  scores  and  transform  them  to  "stanines," 
as  shown  in  Figure  20. 

In  the  "stanine  scores"  system,  the  lower  4 per  cent  of  the 
scores  is  given  a value  of  1;  the  next  7 per  cent  2;  the  next  12 
per  cent  3;  the  next  17  per  cent  4;  the  next  20  per  cent  5;  the 

next  17  per  cent  6;  the  next  12  per  cent  7;  the  next  7 per  cent 

8;  and  the  highest  4 per  cent  9.  The  relationship  between  stanines 
and  normal  distribution  of  scores  is  shown  in  Figure  21.  The  Plan- 
ning Level  Indicator  which  was  used  to  express  the  comparative  level 
of  bank  corporate  planning  in  the  research  study  was,  then,  a system 
of  stanine  scores  representing  the  usage  of  planning  aids,  weighted 
for  frequency  of  use.  A bank  which  had  a raw  score  of  11  to  11.5 

for  the  weighted  "Essential  Aids  to  Planning"  would  have  a PL  I 

equivalent  of  7.  In  other  words,  the  r aw  score  was  higher  than 
those  of  at  least  77  per  cent  of  the  reporting  banks  and  lower  than 
only  11  per  cent. 

Table  9 below  shows  the  level  of  planning  by  the  various 
classes  of  banks.  It  should  be  noted  that  a PL  I of  1,  8,  or  9 
indicates  a level  of  planning  in  the  top  23  per  cent  of  the  report- 
ing banks  while  a PLI  of  1,  2,  or  3 indicates  a level  of  planning 
in  the  bottom  23  per  cent. 


PLANNING  LEVEL  INDICATOR 


124 


ill: 

\Wl 

1 


I 


UJ! 

uH+fH; 

Irjf ' 

tMtHri 

ii&M 

ni  i 

pi; 

•11' 

1 r !. 1 


i . 

-Uji 

Hi] 
i!  J 


! Hi  1 
xiii 


• , | ,. 
T ra 

m 


ttt 

Lfl 


1 1 j : 

M! 

J I J j 

!|;i 

HU 

i!-ji 

r ■ ; ; : 

U ! | 

H+f ; 

nil 

iUi 


t • M i I ; 

MM 

hiiHin 

M-M-M 

iwr 

jin 


iUi 


rHi- -1.111  h 


3ju±!S 


5s 

lis 


r tj;L7  Hi.;. 

iifkwmi 

MMuM  i . H i!-} 1 1 

LlirJ  liil. 

MM  jl 

.J  H . l-t 


i Hr 

;i  n 


j 

j:. 

! |rH  1 r- 1 
h- 


_.x  r.,L 

nte-ljainn 


-irij 

;.!  i L 


r 1 1 ;■ 

L'ii; 


i j i.i 

ilii 

ini' 


; i i 1 

jit  ‘L  ! 


Hip  Hr; 


: : j lH  n i 


uiiuji: 


u j., .144-1 . 


: i I 


mum.  : 

: . I i ' l I I 

; • if  * ! i ■ • 


: I 
I • l 

ill 

Ht 


-'-M 


HM 

Mi 


ITTl 

\ H ^ 

M 1 ■ 

j-f 1 ■ 


Tit 


1 ; i i 
■i  4 | 

Li-U 


■17 

jjl  j|]j 

I i • M I 1 i- 

Lpi’jiln 

ili'jij 

ijltiH: 

. rr  ■■  i 

t ; \ ■ i ■ ■ 

TinuM 


mm 


i ; i j 

I • ‘ 


iUi  jjj 


*-!  i i 

M 


JtV*  “ 


HHiii 
M-Mi— 
n HI  4: : 

ililii# 


iiil  I r * t f 

trriv  rr 

Mm 


. j j. 
•;-! , 


j H.i  ■ 


i : 1-4:1 


4-14  i 

i : ■ i 


1 i I 


t t 

i 1 1 !. 
.4  iJ 
! i * 

Ti"  • 
Hu 

Hi: 


• j . , 

\ M j 

- -i 

i 1 1 , 


1JJ-J 

Ii  n 

nr 

HI 

■ 1 1 


n]i 


.i  i . 

: i J 
* i ; 


r:n4H-;- 

'HI  Mi 

irttiHli-  Hi1 

li  HUH 

jilt  ■ 


.; . i-*- 

iliJ 


l|j! 

Iff-' 


Mi 

lli 

Ttli 


Hi: 


J J-  : } : »-j  ; 
1 ‘ 


r_L: ; 


1 i£rl 

• L Zl ii « i 


H--1 


nijiiH 

4 i'i  1 ii  L . 

4-1-4  J+Mi 


TnljlOl 

ii ' 


Mf 

uM 

Jilt 

;iih 


: ' I 

Hi; 


: ! ! : \ rr: 

lh  till ' rf-| 

rrr'“M  It.Hf 


i!.U  UH  u iliii  Ui 


fir 

! -i  i i 

ill! 


H+.  i ij : 

li]  i n 


l i 


am 


i-lr 


in  ■- 


L i i 


ill] 


1 ;j  i : 

Hi! 

a ; • 

• J.L  4 

nn. 

! 


! 

Hjj 

u 


H ;Lj  14-1-4 

tala: 


r,T.l:a 


-I  t ; 1 i • -.H  • 


h 1 - 

11 1 i 


r.i 


lili. 

i *-4 : 


a 

ill! 


!j ill  ill 
11 : Hill  ‘ 


nna  if 


an 


nft 

4-1 1 

4 


UM 


lilUJd 


t r 

anfrii 


14  rn 

4 

r ; i 


itinli  ijiii 


i • i • 1 

iiTil 


lit? 


i'll 

: f ! 


.4, 


M 

In 


jin 


IfTdxfTtt 

Ml-  I if 

J-'  t ' 


H+ 

1 1 i 

uL  M;1 

MTtf.!  Ml- 

* i 1 i : - i I - M t 

4444 

1 r*  [.)-'■ 


Ml  . 
UllL:  nu 
-*-•>!,  | 

pi  | Hr; 

2+1LU-J. 


;:.‘j  r.i  J 

l4M-i:44-;4 

4rll-f4. 

|4  h a r 

r-4  4 i-jJ  a- 

1 i-i  i i : i » : 

itr-h-HH 

■ 1 f 


ira} 

I ! \ 


iMlil 

Hi]  Hi 

nTniMi 

in|niii 

-*  I -U 

an  mm 

Dm  jin 

a Hi  iii 


\ ! 1 


J .!  . .| 

ii. 


JLi  i } 
4 4 i 


in- 


;4i-!a 

J-L  L - ! i J 


flit 

4-ijJ- 
' - 

in; 

1 1 ■ l 

H'j 

•*  i • , 

t L'i 
ilia 

f.ri ; 


ii] 


u]i 

ri.: : 

HIT 

nn 

Hh 


■44 

rn 

' t-i 


H-r 


iiij 

M-l 


i I 
rt- 

i 


Ml 

M 

iifi 


n'r  n__ 
arp i m r 
MMM 

m ! ; n 

Mill'  Tl 

aaa 

MLM'l 

*t  .)!-!»• 


J1  ]. 
-1  »■ 


i - 


[ii 


a 


Si! 


77  TT 

j| 

' ' 1 
.1 


HilHH 


JTT's 

1 1 1 
1 , ■ 


• ;1 1 


i i • inn 

ill 

j , I 
: ? r 


..11 1 

1 

j'i 

I ;■ 


, 1 

.U  J 


a: 

1 .1.4.1 

al 

lilt- 

nit 

11  ii 


Ix.lM  [.Ml 

•H  !,  7.'1: 
.mum  iMinn. 

1m|HH  if  - lvj  j.-.  !•;■ 

.riliuU.I.  .iil.'JJjJ 


I in  n; 

H pH  • 


MM 


-Titfi 

r 1 1 


1 


1 f H 1 

1 T- j 
i mIm 

1U1L.M 

7:1 

a 

i i 
' tl] 

; r 

i 

M Hum 

. 1 ii 

la. 

: J L:  jxi : : 

mil 

nn 

vlL:. 
•1  * !' 

HI- ji  Mi 

4-,  i!  1 

ii.;  ijiu'-i- 

Till 

.UJJ 

i:,j! 

j-j.ii- 

[ijtp 

rnrhil: 
JJ1lL:  i'll 

H 1 

! 1 h 

im 

Rf 

HH|i:i 1 

1 «j  1 

l 14 1 

HU 

rtHnjji 

ir.Utf)  •! 
jJi'  4-lLjj 

i a 1 

Mil 

1. 1 f 

JiU 

it 

[Tj  4iV 

'A  r -i 

Lh 

1 1 if  hfr 

hi, 

nit 

1 Ihtht 

1 \ ;1- 

B2: 

tffifc 

; ; , i I j | ! . 

m 

iiit 

tf  i !- 
Hi 

ILL!- 

M 14.5  5 5.5  c 5.5  7 7.5  3 8.5  9 9.5  10  10.5  11  11.5  12  12.5  1/ 

Figure  20. — PI anning  Level  Indicator 


125 


Figure  21 . --Re  1 at ionsh i p of  Stanines  to  Normal  Distribution 


1 26 


Table  9 

Level  of  Planning  by  Bank  Classification 


1 

"A" 

"B" 

"C" 

"D" 

"E" 

A1  1 

Per 

Per 

Per 

Per 

Per 

Per 

PLI 

No. 

cent 

No. 

cent 

No. 

cent  No. 

cent 

No. 

cent 

No. 

cent 

9 

2 

3.6 

2 

4.1 

2 

6.5 

1 

12.5 

1 

12.5 

8 

5.3 

8 

2 

3.6 

6 

12.2 

2 

6.5 

1 

12.5 

2 

25.0 

13 

8.6 

7 

8 

14.6 

9 

18.4 

4 

12.9 

1 

12.5 

1 

12.5 

23 

15.2 

6 

8 

14.6 

8 

16.3 

4 

12.9 

1 

12.5 

1 

12.5 

22 

14.6 

5 

1 1 

20.0 

12 

24.5 

6 

19.4 

2 

25.0 

0 

-- 

31 

20.5 

4 

8 

14.6 

7 

14.3 

4 

12.9 

0 

-- 

3 

37.5 

22 

14.6 

3 

7 

12.7 

2 

4.1 

5 

16.0 

1 

12.5 

0 

— 

15 

9.9 

2 

4 

7.3 

2 

4.1 

4 

12.9 

1 

12.5 

0 

— 

1 1 

7.3 

1 

5 

9.0 

1 

2.0 

0 

“ - 

0 

— 

0 

— 

6 

4.0 

Totals 

55 

49 

31 

8 

8 

151 

Statistical 

analysis  of 

these 

data, 

test i ng 

at  the  . 

05 

s ignif i cance 

1 eve  1 

showed 

a significant  difference  in 

the  level 

of  planning  only 

between 

cl  ass 

"A"  and  class  "B" 

banks 

• 

Banks 

reporting  an 

above-  and 

be  1 ow- 

■average  level 

of  planning 

are 

shown  by  bank  classification 

i n Tab le  10. 

Table 

10 

Above  - 

and  Below-Average 

Level  of 

Planni 

ng  by 

Bank 

C 1 ass i f i cat  i on 

"A" 

1 1 

6" 

"C" 

"D" 

"E" 

A1  1 

No. 

cent 

No. 

cent 

No.  cent 

No.  cent 

No.  cent  No. 

cent 

Above  - 

average  12 

21.8 

17 

34.7 

8 25 

.8 

3 37 

.5 

4 50 

.0  44 

29.1 

Be  1 ow- 

average  16 

29. 1 

5 

10.2 

9 29 

.0 

2 25 

.0 

0 

- 32 

21.2 
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It  should  be  noted  that  class  "B"  banks,  those  in  the  $10-$25 
million  total  deposit  category,  showed  a greater  percentage  planning 
at  the  above-average  level  than  the  next  larger  category,  class  "C," 
and  only  slightly  less  than  the  class  "D"  banks,  those  in  the  $50-$100 
million  total  deposit  group.  Table  10  also  shows  a smaller  percentage 
of  class  "B"  banks  planning  at  the  be  1 ow-average  level  than  all  but 
the  class  "E"  banks,  those  with  $100  million  or  more  total  deposits. 

The  break-down  of  the  indicated  level  of  planning  in  Florida 
banks  by  bank  classification  and  marketing  area  is  shown  in  Table  11. 

Table  11 

Indicated  Level  of  Planning  by  Marketing  Area 


Bank  Classification 

"A"  "B"  "C"  "D"  "E"  Total  % 


Marketing  Area  A 

PLI 

9 

8 

7 
6 

5 

4 
3 
2 
1 

Marketing  Area  B 

9 

8 
7 

6 

5 


0 111 
0 2 0 0 

12  3 1 

2 111 
3 4 12 

0 4 10 

10  2 0 
0 2 0 0 

0 0 0 0 


0 0 0 0 

0 111 
3 3 0 0 

14  10 

3 6 2 0 


0 3 7.9 

0 2 5.3 

0 7 18.4 

1 6 15.8 

0 10  26.3 

0 5 13.1 

0 3 7.9 

0 2 5.3 

0 0 0.0 


0 0 0.0 

1 4 9.3 

1 7 16.3 

0 6 13.9 

0 11  25.6 
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Table  1 1 (cont . ) 


Bank  Classification 

"A"  "B"  "C"  "D"  "E"  Total  % 


4 

3 

2 

) 

Marketing  Area  C 


1 

3 

1 

1 


0 

1 

0 


2 

3 

0 

0 


0 

0 


0 

0 

0 


4 

8 

1 

2 


9.3 

18.6 

2.3 
4.7 


9 1 0 

8 03 

7 1 2 

6 1 1 

5 1 2 

4 1 1 

3 0 1 

2 0 0 

1 1 0 

Marketing  Area  D 

9 1 l 

8 0 0 

7 3 1 

6 3 1 

5 1 o 

4 4 2 

3 0 0 

2 2 0 

1 2 0 

Marketing  Area  E-F 

9 0 0 

8 2 0 

7 0 1 

6 1 1 

5 3 0 

4 2 0 

3 3 0 

2 1 0 

1 1 0 


0 

1 

0 

1 

2 

0 

0 

2 

0 


0 

0 

1 

0 

0 

0 

0 


1 

0 

0 

1 

1 

1 

0 


0 

0 

0 

0 

0 

0 

0 


0 

0 

0 

0 

0 

0 

0 

0 

0 


0 

0 

0 

0 

0 

0 

0 

0 

0 


0 

0 

0 

0 

0 

0 

0 

0 


0 

1 

0 

0 

0 

2 

0 

0 

0 


0 

0 

0 

0 

0 

0 

0 

0 

0 


2 

4 
3 
3 

5 
2 
1 

3 

1 


2 

1 

5 

4 

1 

8 

0 

3 

2 


1 

2 
1 

3 

4 
3 
3 
2 
1 


8.3 

16.6 

12.5 

12.5 

20.9 

8.3 

4.2 

12.5 

4.2 


7.7 

3.8 

19.3 

15.4 
3.8 

30.8 

0.0 

11.5 
7.7 


5.0 

10.0 

5.0 

15.0 

20.0 

15.0 

15.0 

10.0 

5.0 
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A comparison  of  above-  and  be  1 owaverage  levels  of  planning  shows 
a fairly  even  distribution  of  planning  effort  by  banks  throughout  the 
state.  Table  12  shows  that  banks  in  the  Lower  East  Coast  marketing 
area,  Area  A,  and  those  in  the  West  Coast  marketing  area.  Area  C,  were 
slightly  ahead  of  other  areas.  Banks  in  the  Panhandle  or  West  Florida 
area.  Area  E-F,  were  lagging  somewhat. 

Table  12 

Per  Cent  of  Above-  and  Bel ow-Ave rage  Level  of 
Planning  by  Marketing  Area 


Area  A 

Area  B 

Area  C 

Area  D 

Area  E-F 

Above -average 

31.6 

25.6 

37.^ 

30.8 

20.0 

Be  low-average 

13.2 

25.6 

20.9 

19.2 

30.0 

An  analysis  was  made  of  the  responses  to  the  question,  "Formal 
corporate  planning  is  used  in  the  bank?"  summarized  in  Table  5,  on 
page  66,  as  a further  check  of  the  Planning  Level  Indicator  as  a 
predictor  of  corporate  planning  effort.  The  results  are  shown  below 
i n Table  13  . 
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Table  13 

PL  1 of  Banks  Reporting  Formal  Corporate  Plans 


A1  1 

Banks 

"A" 

1 1 

B" 

"C" 

"E 

1 1 

No. 

Per 

cent 

No. 

Pe  r 
cent 

No. 

Per 

cent 

No. 

Per 

cent 

No. 

Per 

cent 

Above -ave  rage 

13 

46.4 

2 

33.3 

7 

50.0 

3 

50.0 

1 

50.0 

Average 

12 

42.9 

4 

66.7 

6 

42.8 

1 

16.7 

1 

50.0 

Be  1 ow-average 

3 

10.7 

0 

0.0 

1 

7.2 

2 

33.3 

0 

0.0 

Total 

28 

6 

14 

6 

2 

No  class  "D"  banks  reported  formal  corporate  plans. 

Somewhat  less  than  half  the  banks  which  reported  being  engaged  in 
formal  corporate  planning  had  raw  scores  of  11  or  above  out  of  a pos- 
sible 13.  An  additional  42.9  per  cent  had  raw  scores  between  7.5  and 
11,  leaving  only  three  banks  or  10.7  per  cent  with  actual  raw  scores 
between  6 and  7.5. 

Deposit  Growth  versus  Population  Growth 
The  relationship  of  population  growth  to  economic  activity  is  well 
established.  Blodgett  points  out  that  there  is  a double  relationship 
between  population  and  the  possible  economic  growth  and  development  of 
a country.  Not  only  are  people  the  means  through  which  resources  are 
developed,  but  they  are  the  end  for  whom  production  takes  place.  The 
important  relationship  between  population  density  and  standard  of  living 
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3 

is  mentioned  by  Samuelson.  Both  writers.,  of  course,  warn  of  the  econ- 
omic  danger  of  overpopulation  due  to  the  working  of  the  law  of  diminish- 
ing returns.  However,  up  to  a point,  population  growth  may  be  deemed 
beneficial.  In  their  discussion  of  planning  premises,  Koontz  and 
O'Donnell  state  that  population  trends  are  among  the  best  indicators  of 
future  markets  for  most  businesses,  particularly  those  in  which  popula- 
tion is  a major  determinant  of  demand. ^ Project 'Apol lo.  the  study  made 
by  First  Research  Corporation  of  the  economic  impact  of  the  space  effort 
on  Florid^  tied  population  growth  directly  to  economic  growth,  includ- 
ing banking.5  The  Annual  Report,  1 969,  of  the  Barnett  Banks  of  Florida, 
Inc.,  in  the  section  "The  Changing  Face  of  Florida  Banking,"  after 
describing  the  tremendous  population  growth  of  the  state,  reports  that 
there  are  more  people  per  banking  office  in  Florida  than  in  any  other 
state;  in  fact,  twice  the  national  average.^ 

Because  of  the  apparent  link  between  deposit  growth  and  popula- 
tion growth  described  above,  the  research  study  undertook  to  measure 
the  growth  of  total  deposits  of  a specific  bank  in  comparison  with  the 
population  growth  of  the  county  in  which  the  bank  was  located.  It  was 
assumed  that  the  percentage  of  total  deposit  growth  for  a specific,  bank 
should  at  least  equal  the  percentage  of  population  growth,  regardless 
of  the  level  of  the  bank's  planning.  Total  deposit  figures  as  of  June 
30,  1961,  for  the  151  banks  in  the  research  sample  were  compared  with 
figures  as  of  June  30,  1966.  In  turn,  1966  figures  were  compared  with 
figures  reported  to  the  Florida  Bankers  Association  as  of  June  30,  1 969. 
Population  figures  as  of  January  1,  i960,  January  1,  I965,  and  January 
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],  1969,  as  reported  by  the  Florida  Development  Commission7  and  the 

O 

Florida  State  Chamber  of  Commerce,  were  similarly  compared  to 
determine  the  percentage  of  population  growth.  These  were  the  best 
figures  available,  although  their  use  probably  understated  popula- 
tion growth  in  most  cases  because  the  population  figures  used  in 
the  comparisons  were  one  year  behind. 

During  the  test  period,  July  1,  1961 -June  30,  1966,  only  ten 
of  the  151  banks  in  the  research  study  sample  failed  to  record  in- 
creases in  total  deposits,  which  at  least  matched  the  percentage 
growth  of  population  in  the  counties  in  which  the  banks  were  located. 

Of  these  banks,  five  were  class  "A"  banks,  one  was  a class  "B"  bank, 
and  four  were  class  "C"  banks.  The  class  "A"  banks  were  located  in 
marketing  areas  A and  E-F.  The  class  "B"  bank  was  in  marketing  area 
"B,"  and  the  class  "C"  bank  in  marketing  area  C. 

A follow-up  study  was  made  of  deposit  growth  versus  population 
growth  for  all  the  banks  in  the  research  study  between  July  1,  1 966, 
and  June  30,  1969,  with  particular  attention  to  the  ten  banks  men- 
tioned above.  Table  14  shows  deposit  growth  and  population  growth 
percentage  of  these  banks  for  both  the  test  period  and  the  follow- 
up period.  The  I966  indicated  level  of  planning  is  also  shown. 

It  should  be  noted  that  in  the  follow-up  period  all  ten  banks 
experienced  a growth  in  deposits  at  least  equal  to  population  growth. 

Since  banks  No.  1,  Mo.  3,  arid  No.  9 , had  indicated  a be  1 ow-average 
level  of  planning,  they  were  of  special  interest.  Any  change  in  the 
management  of  the  ten  banks  was  looked  for,  either  during  the  latter 
part  of  the  test  period,  1 965 -1966,  or  between  1 966  and  1 969 . There  was  no 
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apparent  change  in  the  management  of  bank  No.  1.  Bank  No.  3 had  a change 
in  its  board  chairman  and  some  of  the  middle  management.  Bank  No.  9 was 
the  bank,  previously  mentioned,  which  reported  in  1966  that  forma] 
corporate  planning  was  being  used  but  whose  chief  executive  had  not  shown 
any  time  being  devoted  to  formal  corporate  planning  on  the  "Executive 
Activity  Sheet."  No  change  in  management  was  found  in  banks  No.  2,  No. 

6,  and  No.  8.  The  remaining  banks.  No.  3,  No.  4,  No.  5,  No.  7,  and  No. 

10,  all  underwent  changes  in  management.  No.  7 in  early  1966  and  the 
remainder  between  1966  and  1969. 

Table  14 

Comparative  Deposit  and  Population  Growth 
Figures  for  Selected  Banks 


Bank 

No. 

Mktg . 
Area 

Bank 

Class 

Dep.  Growth 
1961 -1966 

Pop.  Growth 
1960-1965 

PL  1 

Dep.  Growth 
1 966-1969 

Pop.  Growth 
1965-1969 

1 

A 

"A" 

44.8% 

59.5% 

3 

26.0% 

25.4% 

2 

A 

"A" 

13.6% 

35.5% 

6 

27.4% 

8.3% 

3 

A 

"A" 

18.3% 

22.7% 

3 

45.5% 

10.8% 

4 

B 

"B" 

16.4% 

23.5% 

7 

65.7% 

9.4% 

5 

C 

"C" 

48.5% 

72.5% 

8 

47.7% 

24.3% 

6 

C 

"C" 

6.9% 

9.1% 

5 

37.7% 

5.6% 

7 

C 

"C" 

6.3% 

14.7% 

5 

117.9% 

10.4% 

8 

C 

"C" 

4.9% 

14.7% 

7 

23.7% 

10.4% 

9 

E-F 

"A" 

25.8% 

28.3% 

3 

56.2% 

5.5% 

10 

E-F 

"A" 

3.0% 

21.4% 

5 

22.9% 

- 1.1% 
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Deposit  Growth  and  Level  of  Planning 
An  analysis  of  deposit  growth  as  related  to  the  level  of  plan- 
ning or  PL  1 was  made,  using  the  above-  and  be  1 ow-average  banks  shown 
in  Table  10  above.  Table  15  shows  the  results  of  this  examination. 

Table  15 

Deposit  Growth  as  Related  to 
Level  of  Planning 


A1 1 banks 

Above -average 

Below-average 

Number  of  banks 

151 

44 

32 

Growth  1961-1966 

00 

89.7% 

69.7% 

Growth  I966-I969 

53.3% 

60.4% 

43.8% 

Banks  which  indicated  an  above-average  level  of  planning  (those 
having  a PLI  of  J,  8,  or  9)  showed  a 28.7  per  cent  greater  gain  in 
deposits  during  the  1 96 1 -1 966  test  period  than  banks  which  indicat- 
ed a bel ow-average  level  of  planning  (those  having  a PLI  of  1,  2, 
or  3).  In  the  I966-I969  follow-up  study,  the  above-average  banks 
widened  the  gap  to  38.0  per  cent.  The  below-average  group  included 
one  bank  whose  deposits  had  increased  524.1  per  cent  in  the  earlier 
period  and  128.8  per  cent  in  the  I966-I969  period.  The  fact  that 
this  bank  had  a PLI  of  2 indicates  that  level  of  planning  was  not 
the  sole  criterion  of  deposit  growth.1 
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The  data  in  Table  15  were  subjected  to  statistical  treat- 
ment. The  null  hypothesis  was  stated  as  follows:  "There  is  no 

significant  difference  between  deposit  growth  of  banks  indicating 
an  above-average  level  of  planning  and  those  indicating  a below- 
average  level  of  planning."  The  alpha  area  was  set  at  .01.  The 
means,  standard  dev i at i ons,  and  the  "T"  test  were  then  applied.  A 
very  significant  difference  was  found,  with  the  probability  of  a 
Type  1 error  at  less  than  .01.  The  null  hypothesis  was  therefore 
rejected.  There  was,  accordingly,  some  statistical  indication  that 
deposit  growth  may  be  affected  by  the  level  of  planning. 

Corporate  Planning  O.uest  ionna i re 
Growth  and  Profitability 

A single  mailing  of  the  Questionnaire  brought  the  results 
shown  below  in  Table  16.  The  Questionnaire  itself  is  shown  as 
Appendix  D. 


Table  16 

Results  of  Mailing  of  Corporate 
Planning  Questionnaire 


Banks 

Insurance  Cos. 

Industrial  Cos. 

Number  mailed 

Zb 

10 

27 

Number  responded 

21 

7 

21 

Percentage  responded 

87.5 

70.0 

77.8 

Does  your  organization  do  long-range  corporate  planning? 
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Table  16  (cent.) 


Banks 

Insurance  Cos. 

Industrial  Cos. 

No. 

Per  cent 

No. 

Per  cent 

No. 

Per  cent 

"Yes" 

14 

66.7 

5 

71.4 

21 

100.0 

"No" 

7 

33.3 

2 

28.6 

0 

Does  your 

organizat ion 

do  profit 

planning? 

Banks 

Insurance  Cos. 

I ndustr ial 

Cos . 

No. 

Per  cent 

No. 

Per  cent 

No. 

Per 

cent 

"Yes"  18 

85.7 

3 

42.8 

21 

100 

.0 

"No"  3 

14.3 

4 

57.2 

0 

- 

- 

How  long  have  you  been  planning  (approximately) 

Banks  Insurance  Cos.  industrial  Cos. 

Av. 

length  6 yrs.  2 mos . 10  yrs.  7 mos.  6 yrs.  9 mos . 

Range  6 mos.  to  20  yrs.  2 yrs.  6 mos  to  ! yr.  to  20  yrs. 

25  yrs. 

What  is  your  normal  planning  cycle? 


Average 

Range 

Average 

Range 

Average 

Range 

For 

LRP 

6 yrs. 

7 rnos . 

5“10  yrs. 

6 yrs . 
9 mos . 

5-10  yrs. 

7 yrs. 
9 mos . 

3 “20  yrs. 

For 

IRP 

3 yrs. 

1 mo. 

1 "5  yrs. 

2 yrs. 
6 mos . 

1 _5  yrs. 

3 yrs. 
3 mos . 

1 "5  yrs . 

For 

SRP 

1 0 mos . 

3 “1 4 mos . 

1 1 mos . 

6-12  mos. 

1 1 mos . 

3 mos . - 

2 yrs. 
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Table  16  (cont.) 


Has  corporate  planning  contributed  to  growth? 


Banks 

Insurance  Cos. 

Industrial  Cos 

No. 

Per  cent 

No. 

Per  cent 

No. 

Per  cent 

"Yes" 

12 

85.8 

5 

100.0 

17 

80.9 

"Ho" 

2 

14.2 

0 

-- 

4 

20.1 

Has  corporate  planning  contributes  to  profitability" 


Banks 

Insurance  Cos. 

Industrial  Cos 

No. 

Per  cent 

No. 

Per  cent 

No. 

Per  cent 

"Yes" 

12 

85.8 

4 

80.0 

18 

85.8 

"No" 

2 

14.2 

1 

20.0 

3 

14.2 

Is  planning 

worth  the 

cost  in 

your  opinion? 

Banks 

Insurance  Cos. 

Industrial  Cos 

No. 

Per  cent 

No. 

Per  cent 

No. 

Per  cent 

"Yes" 

13 

92.8 

4 

80.0 

19 

90.4 

"No" 

1 

7.2 

1 

20.0 

2 

9.6 

There  were  34  respondents  (69.4%)  who  felt  that  corporate 
planning  contributed  to  growth  and  a similar  number  who  felt  that 
corporate  planning  contributed  to  profitability.  A larger  number, 

36  respondents  (73.5%)>  felt  that  planning  was  worth  the  cost.  Since 
responses  were  solicited  from  executives  responsible  for  planning, 
the  possibility  of  favorable  bias  should  be  kept  in  mind. 
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CHAPTER  VI  I 


CONCLUSIONS 

The  evidence  resulting  from  the  research  supports  at  least 
a tentative  confirmation  of  the  major  hypothesis,  "That  corporate 
planning  practiced  by  financial  institutions  as  well  as  by  industiral 
enterprises  contributes  to  growth  and  profitability."  Sustaining 
data  are  found  in  two  different  areas  of  the  research:  1)  deposit 

growth  compared  with  level  of  planning,  and  2)  opinions  expressed 
by  officials  responsible  for  planning  in  a sampling  of  banks, 
insurance  companies,  and  industrial  corporations. 

While  it  is  not  necessarily  true  that  deposit  growth  inevitably 
leads  to  profitability,  a prolonged  decline  in  total  deposits  would 
very  likely  reduce  profitability  because  of  the  loss  of  the  economies 
of  scale  described  in  Chapter  II.  It  can  be  argued,  accordingly, 
that  the  above-average  deposit  growth  recorded  by  banks  planning 
at  an  above-average  level,  as  measured  by  the  Planning  Level 
Indicator,  should  increase  the  profitability  of  those  banks, 
ceteris  paribus.  There  is,  however,  no  specific  proof  of  increased 
profits  provided  by  the  data;  therefore,  the  confirmation  can  only 
be  considered  to  be  tentative. 

Supplemental  confirmation  of  the  major  hypothesis  comes  from 
the  sampling  of  opinion  of  executives  in  charge  of  corporate  plan- 
ning obtained  through  the  Corporate  Planning  Questionnaire.  More 
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than  69  per  cent  of  the  49  respondents  indicated  that,  in  their 
opinion,  corporate  planning  contributes  to  growth  and  profitabil- 
ity. The  indicated  percentage  represents  a conservative  inter- 
pretation of  the  data  since  only  40  of  the  49  were  actually  engaged 
in  corporate  planning.  On  the  other  hand,  the  non-respondents  may 
not  have  been  engaging  in  formal  corporate  planning  or  had  found 
corporate  planning  unprofitable.  Using  the  smaller  number  as  a 
base  increases  the  proportion  of  affirmative  responses  to  85  per 
cent.  The  opinions  expressed  might  be  considered  somewhat  biased 
because  the  respondents  are  the  corporate  planners  for  their  enter- 
prises. However,  if  some  benefits  were  not  being  produced  by  the 
formal  planning  process,  it  would  have  been  eliminated  by  top 
management . 

Admittedly,  neither  of  the  examples  cited  above  offers  in- 
controvertible proof  of  the  hypothesis.  But  they  do  indicate  a 
positive  relationship  between  corporate  planning  and  bank  growth 
and  prof i tab i 1 i ty . 

The  findings  recorded  in  the  previous  chapter  should  serve 
as  at  least  partial  substantiation  of  the  second  hypothesis,  “That 
the  extent  of  corporate  planning  in  Florida  banks  may  be  ascertained 
and  measured  comparatively."  The  quality  and  validity  of  the  at- 
tempted measurement  are,  of  course,  subject  to  possible  question. 

Unfortunately,  existing  management  and  planning  literature 
offers  no  assistance  in  setting  criteria  for  comparative  measure- 
ment. This  lack  was  fully  discussed  in  Chapter  III.  The  absence 
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of  any  prototype  propels  the  Planning  Level  Indicator  into  a 
unique  position  as  a comparative  measuring  device  for  bank  plan- 
ning. Statistically  the  level  of  planning  as  measured  by  the 
PLI  has  more  than  a chance  influence  on  deposit  growth.  But  this 
fact  does  not  of  itself  prove  that  the  PLI  is  a valid  measuring 
instrument.  Three  of  the  28  banks  which  reported  that  they  were 
engaged  in  formal  corporate  planning  actually  had  a be  1 ow-average 
PLI,  whereas  only  four  reported  a theoretically  perfect  score. 

This  suggests  that  either  the  arbitrary  weighting  of  the  Essential 
Planning  Aids  is  incorrect,  that  there  is  considerable  divergence 
in  the  practice  of  formal  corporate  planning  among  banks,  or  that 
responses  to  the  Planning  Dimension  Quest  ionna  i re  were  not  com- 
pletely accurate.  In  spite  of  these  apparent  weaknesses,  the 
Planning  Level  Indicator  has  made  possible  the  testing  of  the 
hypothesis  with  some  degree  of  success. 

Mixed  results  were  obtained  from  the  research  with  regard 
to  the  third  hypothesis,  "That  formal  corporate  planning  by  banks 
is  a function  of  several  variables.  . ..  ."  Because  of  this,  each 
variable  will  be  dealt  with  separately. 

1 . Bank  S ize 

No  positive  confirmation  was  obtainable  from  the  research  data 
regarding  the  relationship  of  corporate  planning  to  bank  size.  The 
variable  assumes  that  larger  banks  are  more  likely  to  engage  in  more 
formal  corporate  planning  than  small  banks.  The  findings  do  not 
completely  support  this  assumption.  The  relationship  appears  to  be 
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bi -modal  rather  than  linear.  More  class  "B"  banks  than  class  "Al! 
banks  reported  they  were  using  formal  corporate  planning,  but 
class  "C"  banks  were  not  planning  to  as  great  an  extent,  and  no 
class  "D"  banks  reported  formal  planning  activity.  On  a per- 
centage basis,  even  class  "E"  banks  were  doing  less  planning  than 
the  class  "B"  banks.  There  is  no  apparent  explanation  of  this 
phenomenon. 

A comparison  of  executive  time  spent  on  formal  corporate 
planning  shows  the  same  bi -modal  result  noted  above.  However,  the 
amount  of  time  devoted  to  informal  planning  does  indicate  a linear 
relationship  between  bank  size  and  planning  effort. 

An  examination  of  the  level  of  planning  and  of  above-average 
versus  be  1 ow-average  level  of  planning  by  bank  classification  shown 
in  Table  9 and  Table  10,  respectively,  reveals  the  fact  that  the 
largest  banks  again  show  more  planning  effort  than  the  smallest, 
but  that  the  planning  done  by  class  "B"  banks  exceeds  that  done 
by  class  "C"  banks.  It  would  seem,  consequently,  that  the  variable 
of  bank  size  as  a factor  in  corporate  planning  is  not  unqualifiedly 
valid. 

2 . Executive  Awareness  of  the 
Need  for  Planning 

Responses  to  the  Structured  Interview  question,  "In  what 
way(s)  is  your  bank  planning  for  this  growth?,"  show  a greater 
awareness  of  the  need  for  planning  by  the  16  banks  in  class  "D" 
and  class  "E"  than  by  class  "A"  banks.  Class  "B"  banks  once  more 
indicated  a wider  recognition  of  the  need  for  planning  than  class 
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"C"  banks.  However,  executive  awareness  does  appear  generally  to 
parallel  the  level  of  planning  described  above;  therefore  the  sub- 
hypothesis may  be  considered  relevant,  although  without  complete 
statistical  proof. 

3 . Executive  Familiarity  with 

Corporate  Planning  Process 

The  data  provided  by  the  Planning  Dimension  Questionnaire 
regarding  this  variable  are  far  from  conclusive.  The  chief 
executives  of  class  "D"  respondent  banks  all  reported  being  familiar 
with  the  corporate  planning  process,  whereas  only  75  per  cent  of 
class  "E"  executives  professed  cognizance.  Class  "B"  bank  executives 
were  more  knowledgeable  than  either  class  "E,"  class  "C,"  or  class 
"A."  However,  no  class  "D"  banks  indicated  that  they  were  engaged 
in  formal  corporate  planning  so  the  function  of  this  variable  ap- 
pears negl igi ble. 

4 . Available  Executive  Time 

This  sub-hypothesis  is  partially  substantiated  by  the  responses 
made  by  bank  chief  executives  or  bank  planning  officers  as  to  the  use 
of  their  time.  The  Executive  Activity  Sheet  summary  shows  that 
progressively  less  time  was  spent  on  loans  and  loan  interviews  and 
internal  administration  by  bank  chief  executives  as  bank  size  increased. 
Class  "E"  bank  executives  showed  almost  60  per  cent  less  time  devoted 
to  loans  and  loan  interviews  than  class  "A"  bank  executives  and  ap- 
proximately 34  per  cent  less  time  on  internal  administration.  More 
time  was  available  to  the  chief  executives  of  larger  banks  for  what- 
ever purpose  they  might  choose.  It  is  interesting  to  note  that  with 


the  exception  of  the  intensive  activity  of  class  "C"  bank  executives 
in  the  area  of  customer  relations,  bank  executives  generally  devoted 
a uniform  proportion  of  their  time  to  the  remaining  activities. 

It  should  be  borne  in  mind  that  the  amount  of  time  spent  in 
formal  planning  is  not  a linear  progression  corresponding  to  bank 
size  but  evidences  the  bi -modal  aspects  associated  with  the  plan- 
ning effort  of  all  banks.  Nevertheless,  more  time  for  planning  was 
available  on  a progressive  bank-size  basis  had  the  executives  chosen 
to  utilize  the  time  for  that  purpose.  The  claim  that  the  time 
variable  has  a functional  relationship  to  corporate  planning  seems 
justified,  though  not  absolutely. 

Some  portions  of  the  hypothesis,  "That  the  extent  of  corporate 
planning  in  a specific  bank  will  be  reflected,  other  things  being 
equal,  in  the  areas  of  . . are  largely  substantiated  by  the 
research  findings;  others  are  only  partially  confirmed,  and  still 
others  are  negated.  Conclusions  regarding  the  six  areas  in  which 
the  extent  of  corporate  planning  was  expected  to  be  reflected  will 
be  treated  individually. 

1 • Deposit  Growth 

The  effect  of  level  of  planning  on  the  growth  of  total 
deposits  of  all  the  banks  in  the  study  has  been  described  else- 
where. A specific  bank,  however,  need  not  necessarily  follow  the 
average  pattern,  viz.,  the  bank  which  was  planning  at  a below- 
average  level  and  yet  enjoyed  the  greatest  percentage  growth  in 
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total  deposits  of  any  bank  in  the  study.  One  must  conclude  that 
while  a general  causal  relationship  exists,  it  may  not  apply  in 
individual  cases  because  of  the  presence  of  other  factors. 

2.  I nvestment  Pol ? cv 

Some  confirmation  of  this  subsidiary  argument  seems  provided 
by  the  research.  The  pattern  of  "always"  responses  to  the  question 
on  the  Planning  Dimension  Questionnaire  regarding  the  use  of  invest 
ment  planning  shows  a bi-modal  configuration  similar  to  that  depict 
ing  the  use  of  corporate  planning.  Class  "B"  banks  indicate  a 
greater  use  of  this  essential  planning  aid  than  class  "C"  banks, 
just  as  class  "B"  banks  reported  a higher  level  of  planning.  While 
"investment  planning"  and  "investment  policy"  are  not  synonymous, 
investment  planning  is  an  expression  of  investment  policy;  there- 
fore, an  increased  use  of  the  former  may  be  considered  a valid 
reflect i on. 

3 . Faci 1 it les  growth 

Little  support  is  given  to  this  operational  hypothesis  by 
the  data.  The  only  marked  difference  in  the  "always"  responses 
to  the  question  regarding  facilities  planning  use  occurs  between 
class  "A"  banks  and  the  other  classifications.  Since  this  pattern 
diverges  from  the  bi-modal  form,  the  postulate  may  be  considered 
unconfirmed  although  no  specific  information  regarding  facilities 
growth  was  obtained  in  the  study. 
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4.  Development  of  New 

Bank  Services 

Only  the  two  classes  of  larger  banks  indicated  substantial 
interest  in  this  area,  consequently  some  doubt  is  cast  upon  the 
appropriateness  of  including  this  area  as  a valid  subordinate 
hypothesis.  On  the  other  hand,  all  banks  should  be  customer- 
oriented,  if  any  credence  is  to  be  given  to  the  literature.  A 
modification  of  the  hypothesis  appears  to  be  necessary. 

5.  Manpower  Planning  and 

Devel opment 

The  findings  give  at  least  partial  justification  for  including 
this  as  one  of  the  areas  in  which  the  extent  of  corporate  planning 
would  be  evidenced.  Both  manpower  planning  and  manpower  development 
show  a pattern  of  use  similar  to  that  for  corporate  planning 
generally.  1 he  activity  of  class  "B"  banks  again  stands  out  over 
that  of  both  class  "A"  and  class  "C."  Because  of  the  now  familiar 
form  of  the  data,  the  sub-hypothesis  seems  to  have  some  validity. 

6 • Electronic  Data  Processing 

Results  of  the  study  do  not  substantiate  the  validity  of 
this  sub-postulate.  The  pattern  of  planning  for  EDP  suggests  that 
the  factors  of  bank  size  and  potential  economies  of  scale  are  more 
closely  related  to  its  probable  use  than  is  the  level  of  corporate 
planning.  Small  computers  and  time -sharing  were  not  generally 
available  when  the  study  was  undertaken,  so  class  "A"  banks  were 
relatively  uninterested  in  making  provision  for  their  use.  The 
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elimination  or  modification  of  this  element  of  the  hypothesis  might 
well  be  considered. 

In  summary,  the  test  of  the  various  hypotheses  posed  by  the 
research  study  has  provided  additional  insight  into  the  corporate 
planning  process  in  Florida  banks.  While  some  of  the  hypotheses 
have  received  only  partial  confirmation,  and  others  have  been  in- 
validated, the  comparative  level  of  planning  has  been  measured, 
albeit  crudely,  and  a direct  relationship  between  planning  level 
and  deposit  growth  has  been  disclosed  and  statistically  confirmed. 
Perfecting,  or  at  least  improving,  the  Planning  Level  Indicator 
might  well  be  the  object  of  future  statistical  research. 

An  important  by-product  of  the  study  has  been  the  finding 
that  class  "B"  banks,  those  with  total  deposits  between  $10-$25 
million,  are  engaged  in  a planning  effort  second  only  to  that  of 
the  largest  banks  in  the  state.  Attempting  to  uncover  the  under- 
lying reasons  for  this  phenomenon  offers  a potentially  interest- 
ing area  for  further  research. 
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APPEND  I CES 


APPENDIX  A 


Code  No.  

PLANNING  DIMENSION  QUESTIONNAIRE 

Size  of  banks;  (check  one  according  to  amount  of  total  deposits) 

Under  $10  million : $10-25  million  ; $25~50  million 

$50-100  million  ; Over  $100  million  . 

A.  Formal  Corporate  Planning.  This  means  the  preparation  of  long- 
range  (5-1 0 yr.)  plans  and/or  preparation  of  operational  or 
short-range  (1-2  yr.)  plans  in  which  plans  for  the  future  opera- 
tion of  the  bank's  major  activities  are  synthesized  into  one 
over-all  bank  plan,  subject  to  appropriate  revision  at  designated 
periodic  intervals. 

Instructions:  If  the  answer  to  Question  1 is  "No,"  skip  to 

Section  B. 


YES  NO 


1.  Formal  corporate  planning  is  used  in  the  bank? 

2.  Long-range  goals  have  been  established? 

3.  Goals  or  objectives  have  been" expressed  in  writ 
ing  as  such  or  as  statements  of  policy? 

4.  Bank  goals  or  objectives  are  known  to: 

al 1 off i cers  ? 


al 1 staff? 


5.  The  major  long-range  activities  of  the  bank  are 
oriented  to  the  attainment  of  the  bank's  long- 

range  objectives?  

6.  Operational  or  short-range  plans  are  developed 

within  the  framework  of  long-range  objectives?  

B . Informal  Corporate  Planning.  This  means  any  or  all  of  the 
activities  associated  with  corporate  planning  when  performed 
outside  the  framework  of  a formal  process;  will  include  discussion 
with  directors  or  bank  personnel  relative  to  growth,  budgets,  man- 
power needs,  new  facilities,  new  services,  in-bank  or  customer  use 
of  EDP. 
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0.  Informal  Corporate  Planning,  (cont'd.) 

Instructions:  If  Section  A has  been  answered,  skip  to  Section  C. 

YES  NO 

1.  Formal  corporate  planning  is  not  used  but  the  bank  has 

objectives  and  goals,  written  or  stated  verbally?  

2.  Objectives  and  goals  are  known  to:  all  directors?  

: all  officers?  

: all  staff?  

3.  Planning  is  done  as  needed  for  various  areas  of  the 

bank's  operations?  

C . Essential  Aids  to  Planning. 

Instructions:  Indicate  the  extent  to  which  the  following  are  used. 

SOME- 

ALWAYS  TIMES  NEVER 

1.  Economic  forecasts,  national  and/or  local?  

2.  Forecasts  of  community  growth?  

3.  Deposit  growth  goals?  

b.  Specific  dollar  goals  for  loan  volume?  

5.  Forecasts  of  expected  income?  

6.  Budgets?  

7.  Investment  planning?  

8.  Facilities  planning?  

9.  New  bank  service  development?  _______  

10.  Market  research?  

11.  Manpower  planning?  

12.  Management  development?  

13.  Planning  for  electronic  data  processing?  
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D.  Mi  seel laneous 

1.  The  bank's  chief  executive  officer  (or  corporate  planner)  is 

familiar  with  the  formal  corporate  planning  process? YES 

NO. 

2.  Knowledge  about  the  corporate  planning  process  was  gained 

through:  formal  study? ; informal  study?  : meetings 

or  seminars? 

3.  Formal  corporate  planning  has  been  discussed  but  not  used? 

YES  NO 


If  “YES,"  why  was  it  not  used? 


k.  Formal  corporate  planning  has  been  mentioned  by  the  directors  of 
the  bank  as  an  important  new  management  process?  YES NO 

5.  Formal  corporate  planning  has  been  used  but  discontinued?  YES 

NO 


If  “YES,"  why? 


E.  Comments . Your  reaction  is  invited  to  the  questionnaires,  their 
subject  matter,  format,  or  any  other  observations  which  you  may 
care  to  make  pertaining  to  the  area  of  corporate  planning. 


YES  NO 


A copy  of  the  summary  of  the  research  study  is  requested? 
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JACKSONVILLE  UNIVERSITY 

DIVISION  OF 

BUSINESS  ADMINISTRATION  JACKSONVILLE  11,  FLORIDA 


June  30,  1966 


You  may  recall  that  in  1964  I was  chairman  of  the  Personnel  Committee  of 
the  Florida  Bankers  Association.  Currently,  1 am  completing  doctoral  study  in 
the  field  of  Economics  & Business  Administration  at  the  University  of  Florida. 
That  is  why  I am  writing. 

Our  State  has  enjoyed  tremendous  growth  over  the  past  two  decades.  Ac- 
cording to  reliable  forecasts,  there  is  still  more  expansion  to  come  before  1975  - 
as  much  as  85%  in  one  county.  Are  Florida's  banks  planning  for  this  future 
growth? 

In  an  attempt  to  answer  this  question,  I am  undertaking  research  of  the 
corporate  planning  process  in  our  banks,  with  the  help  of  the  FBA.  Knowing  of 
your  interest  in  providing  sound  banking  service  in  your  section  of  our  growing 
State,  I am  a.sking  that  you  furnish  the  information  which  the  enclosed  question- 
naires seek  to  obtain. 

I have  assumed  that  you  are  the  officer  responsible  for  planning  in  your 
bank.  If  you  normally  delegate  this  responsibility  to  someone  else,  will  you 
please  have  him  complete  the  Planning  Dimension  Questionnaire  and  fill  out  an 
executive  Activity  Sheet  in  addition  to  your  own.  Several  of  the  activity  sheets 
are  enclosed  in  case  more  than  one  officer  participates  in  form.a.1  or  informal 
planning  activities. 

Your  replies  will  be  kept  confidential.  A code  has  been  used  to  identify 
the  forms  for  later  classification  according  to  marketing  area  and  bank  size, 
but  your  bank  will  not  be  identifiable  except  to  me. 

Please  indicate  whether  or  not  you  would  like  to  receive  a copy  of  the 
summary  of  the  research  study  by  marking  the  Questionnaire. 

I hope  that  I shall  have  an  opportunity  in  the  future  to  express  my  personal 
thanks  for  your  assistance. 


Sincerely  yours. 


Asa  B,  Gardiner 
Associate  Professor1 

ABG/g 

enclosures 


JACKSONVILLE  UNIVERSITY 


JACKSONVILLE,  FLORIDA  32211 

December  7,  1966 


I still  need  your  assistance  in  completing  my  research  project 
relative  to  corporate  planning  in  Florida  banks,  otherwise  I would  not  be 
writing  to  you  this  second  time. 

The  problem  is  still  v/ith  us.  Florida's  population  is  increas- 
ing at  an  average  weekly  rate  of  2,788  persons,  according  to  figures 
released  just  a few  days  ago.  Is  your  bank  planning  for  the  growth  that 
is  coming  your  way  ? 

The  enclosed  sheets  are  not,  "just  another  questionnaire.  " The 
results  should  provide  information  important  to  the  future  of  banking  in 
our  expanding  State,  and  may  well  prove  of  direct  benefit  tc  you.  Supply- 
ing the  requested  information  should  not  take  over  fifteen  minutes.  Note 
that  the  forms  are  coded.  Individual  banks  will  not  be  identified,  but  will 
be  grouped  according  to  size  and  marketing  area. 

The  " Executive  Activity  Sheet"  may  give  you  some  trouble, 
judging  by  the  reactions  of  the  many  bankers  with  whom  I have  visited. 

All  you  need  do  is  estimate  the  percentage  of  your  time  spent  in  the 
various  activities  listed.  If  you  haven't  previously  considered  how  you 
use  your  time,  perhaps  this  will  help. 

I know  from  past  experience  the  pressures  to  which  you  are  sub- 
jected as  a bank  executive.  Your  participation,  therefore,  will  be  appre- 
ciated all  the  more. 


Sincerely  yours. 


ABG:  jh 


Asa  B.  Gardiner 
Associate  Professor 
Business  Administration 


APPENDIX  B 


Code  No. 


EXECUTIVE  ACTIVITY  SHEET 

(To  be  completed  by  the  chief  executive  officer  of  the  bank  and  by 
the  officer  responsible  for  formal  corporate  planning  when  this 
function  is  separate,  or  by  any  officers  involved  in  informal  plan- 
ning.) 


Percent 

ACTIVITY  (during  typical  quarter-year  period)  Of  Time'1' 

Loans  and  loan  interviews 

Appl i cat i ons,  extension,  participations,  delinquencies, 

etc.  


Internal  administration 

Day-to-day  routine,  preparation  of  reports  for  direc- 
tors, etc. 

Customer  relations 

In-bank  conversations,  sports  and  other  external 
customer  activities 


Business  development 

Local  prospecting  calls  and  out-of-town  business  trips 
Community  development 

Chamber  of  Commerce  or  other  community  growth  activities 
Civic  activities 

Service  clubs,  charitable  fund  drives,  hospital  boards, 
etc. 


Professional  development 

Bankers  Association  meetings,  forums,  short  courses, 
work  on  special  bankers'  committees,  etc. 

Formal  planning 

Preparation  of  long  range  (5_10  yr.)  plans  and/or 
preparation  of  operational  or  short-range  (1~2  yr.) 
plans  in  which  plans  for  the  future  operation  of  the 
bank's  major  activities  are  synthesized  into  one  over- 
all bank  plan,  subject  to  appropriate  revision  at 
designated  periodic  intervals. 
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155 


Informal  planning 

Any  or  all  of  the  activities  associated  with  cor- 
porate planning  when  performed  outside  the  framwork 
of  a formal  process;  will  include  discussion  with 
directors  or  bank  personnel  relative  to  growth, 
budgets,  manpower  needs,  new  facilities,  new  services 
in-bank  or  customer  use  of  electronic  data  processing 

Other  activities  (please  show  any  which  take  up  more 
than  5%) 


TOTAL 


*Use  approximate  percentages  which  may  total  to  more  or 

100%. 


Percent 
Of  T i me* 


less  than 


APPENDIX  C 


STRUCTURED  INTERVIEW  QUESTIONS 


1.  What  factor (s)  do  you  feel  are  responsible  for  the  qrowth  of 
your  bank  during  the  past  five  years? 

2.  How  much  further  growth  do  you  anticipate,  in  approximate 
percentage,  between  now  and  1975? 

3.  In  what  way(s)  is  your  bank  planning  for  this  growth? 

What  additional  planning  would  you  do  if  it  were  possible? 

5.  How  far  ahead  do  you  feel  that  it  is  possible  to  plan  for  the 

operation  of  your  bank?  3 mos?  6 mos?  1 yr? 

1 onger ? 

6.  What  about  long-range  planning  as  a possibility  for  your  bank? 

7.  Who  in  your  bank  do  you  feel  is  in  the  best  position  to  do 
either  short-range  or  long-range  planning? 

8.  In  your  opinion,  whose  responsibility  is  it  to  plan? 

9.  What  kind  of  additional  information  would  be  helpful  to  your 
bank  in  making  its  plans?  For  instance,  would  a Planning 
Guide  for  Banks  be  of  assistance  if  it  were  prepared  for 
banks  of  your  size? 

10.  What  do  you  consider  to  be  the  most  important  element  of  your 
job  as  chief  executive  officer  of  the  bank? 

11.  V/ould  you  be  interested  in  learning  more  about  corporate  plan- 
ning in  banks?  V/ould  you  have  the  time  to  attend  a workshop 
or  seminar? 

12.  Are  there  any  questions  you  would  care  to  discuss  concerning 
the  research  project,  or  do  you  have  any  comments? 
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APPENDIX  D 


CORPORATE  PLANNING  QUESTIONNAIRE 

Growth  and  Profitability  Code  No. 


Does  your  organization  do  long-range  corporate  planning?  Yes_ 
Does  your  organization  do  profit  planning?  Yes_ 

How  long  have  you  been  planning  (approximately)?  Yrs. 

What  is  your  normal  planning  cycle: 

For  long-range  planning?  Yrs. 

For  i ntermed i ate -range  planning?  Yrs.. 

For  short-range  planning?  Yrs. 

Has  corporate  planning  contributed  to  growth?  Yes_ 

Has  corporate  planning  contributed  to  profitability?  Yes__ 

Is  corporate  planning  worth  the  cost,  in  your  opinion?  Yes_ 


_No_ 
_No_ 
_Mos , 

_Mos , 
_Mos  , 
_Mos , 
_No_ 

_No 

No 


Comments 


Do  you  want  a copy  of  the  tabulated  results?  Yes  No 
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FLORIDA  MARKETING  AREAS 
DEVELOPED  BY 

industrial  services  divisiom 
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